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---Upon commencing at 10:04 a.m. 

THE REGISTRAR: Please come to order. 
This hearing is now in session. Be seated, please. 

THE CHAIRMAN: Ms. Findlay. 

MS. FINDLAY: Good morning, Mr. Chairman. 
Mr. Heintzman and Mr. Hamer have very kindly given me 
the opportunity to come and speak to the Board on an 
issue that's given you a great deal of pleasure in the 
past and that's the issue of interrogatories, I'm 
afraid. 

I certainly appreciate that the Board 
would prefer not to become involved in these matters, 
but something has come that we think is of importance. 

When AECL started its cross-examination 
last week there were a couple of interrogatories, 
notwithstanding the LMSTM runs that were outstanding. 

The inevitable has happened, and we 
received one interrogatory response on Tuesday after we 
finished our cross-examination. And one, in 
particular, has raised some issues that we would like 
to pursue by way of further cross-examination. 

It has raised the issue that an 
all-supply case has been run in addition to the managed 
surplus, the managed fossil and the enhanced cases, and 


that was certainly a matter that would have been of 
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considerable interest to us in our cross-examination. 

So at the moment, wherever we might be 
slotted for further cross-examination on this, we 
haven't yet had a full opportunity to review the 
all-supply case or its implications and it may be that 
we won't have to, but we would certainly like the 
opportunity to, if we can. 

MR. B. CAMPBELL: Mr. Chairman, in my 
discussion with Ms. Findlay this morning I had 
understood that where it was going to be left was that 
once they had an opportunity to review the 
interrogatory answer in detail, that they would then be 
making a decision as to whether they would request 
additional cross-examination. I did not realize that 
request was coming before you now. 

I have not had an opportunity, I have 
just been given notice of this prior to this morning to 
look at the interrogatory answer. I know that what 
she's referring to is certain work done in the 
economics division and I'm not sure what assumptions 
they were working from, so I am in no position to make 
any submissions on it now and I would like to just 
state that so that once I have had an Opportunity 
tomorrow to find out what this is all about, if I need 


to come back ;to -you,..I will. 
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MS. FINDLAY: Just to be clear, Mr. 
Chairman, we wanted to alert the Board to our having 
received it at the earliest convenience and we are not 
Saying that we necessarily have to, but didn't want to 
rest on our laurels, if you will. 

THE CHAIRMAN: Well, obviously there is 
nothing we can do about that this morning, Ms. Findlay, 
the scarcity of information. The reopening of 
cross-examination is a matter for leave by the Board 
and we have to be satisfied that that is something that 
should be done, that couldn't be satisfied either by 
supplementary interrogatories or undertakings or 
matters of that kind, that it really did require viva 
voce cross-examination and, if it did, of course, in 
our discretion then, we are prepared to do that, but 
right now we couldn't make any opinion one way or the 
other. 

MS. FINDLAY: Perhaps when we have had an 
opportunity to go through the interrogatory in detail 
we might come back and address the Board on the matter 
again. 

THE CHAIRMAN: Yes. 

MS. FINDLAY: Thank you, Mr. Chairman. 

THE CHAIRMAN: Mr. Shepherd. 


MR. SHEPHERD: Good morning, Mr. 
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Chairman. 

Mr. Chairman, I have four items of 
business. The first is the filing of a new exhibit as 
requested by my friend, Mr. Howard, yesterday morning. 
This is the business planning assumptions of Ontario 
Hydro recently done, including the memorandum from the 
chairman, from which I quoted during cross yesterday, 
and before I go into my cross, I will take you to the 
quote so you see where it was. And maybe that could 
get an exhibit number . 

THE REGISTRAR: No. 703. 

—=—=— XH bet te NO au 0 oe Business planning assumptions of 

Ontario Hydro with memorandum from Alan 

Holt, Chair of Ontario Hydro. 

MR. SHEPHERD: The second item of 
business is, I was asked by Mr. Howard yesterday to 
ensure that the back-up data used in Exhibit 702, the 
NUG rate comparisons would be provided. 

So we have today filed an additional page 
for that Exhibit 702 which contains the numbers for 
each year. And I will be back to that in a minute to 
seek the undertaking I was looking for yesterday. 

The thirdvitemyisstiming.* I will“advise 
the Board that we anticipate finishing some time 
between lunch and the afternoon break. That is, of 


course, Our median estimate. 
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The fourth item concerns the exhibit 
filed by the Board yesterday, Exhibit 700, Dr. 
Halpern's exhibit and I guess we, along with many other 
intervenors, would be interested in knowing from the 
Board whether the Board has made any decision as to the 
procedures that will be put in place for 
cross-examination of Dr. Halpern. 

Has any decision been made on that as to 
timing or anything like that? 

THE CHAIRMAN: Well, I think that was a 
part of the memorandum we issued some time ago about 
expert witnesses. 

Again, the same thing as I said to Ms. 
Findlay a moment ago, if it can't be satisfied from 
interrogatories we may have to arrange for Dr. Halpern 
to be cross-examined and we will do that at a 
convenient time. 

MR. SHEPHERD: That is not then imminent, 
Mr. Chairman? What we are concerned with is making 
Sure our experts give us proper advice as quickly as 
possible. 

THE CHAIRMAN: Oh, no, no. 

MR. SHEPHERD: If it's going to be after 
Panel 10 or something... 


THE CHAIRMAN: It will only arise if the 
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parties request it, or we decide we want to call Dr. 
Halpern, in which case there will be due notice given. 
MR. SHEPHERD: Thank you, Mr. Chairman. 
AMIR SHALABY, 
JOHN KENNETH SNELSON, 
JANE BERNICE TENNYSON, 
FREDERICK GEORGE LONG, 


BRIAN PAUL WILLIAM DALZIEL, 
HELEN ANNE HOWES; Resumed. 


CROSS-EXAMINATION BY MR. SHEPHERD (Cont'd): 


Q. Now, Mr. Snelson, we talked about low 
versus lowest and the importance of that shift from 
lowest cost to low cost in your planning, and I ask you 
to turn to, I guess it would be the fifth page of 
Exhibit 703 just filed. 

And will you confirm that this is in fact 
a memorandum from the chair of Ontario Hydro to senior 
management? 

MR. SNELSON: A. Yes. 

Oo. And the second sentence in fact says: 

Our focus will be on providing energy 
services to customers at the lowest 
possible cost. 

A. Yes. 

Q. I take it from your evidence 
yesterday that we shouldn't read into that any shift in 


your planning emphasis, the fact that he is using the 
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Long,Dalziel,Howes 
cr ex (Shepherd) 


old wording is not indicative of any policy shift; is 
that correct? 

Acwethat Vsveorrect] ~“Andalsthinkeifsayou 
read the previous page you will see that the chairman 
is putting that in a context of a situation where we 
have, at present, double digit rate increases and there 
are cost pressures ina variety of areas. 

And in the second paragraph he says: 

Our conclusion is clear, we must 

place increased emphasis in plans on 

reducing costs while employing 

imagination and creativity in reducing or 
eliminating programs that have relatively 
low priority or added value. We must 
also find new and better ways of 
delivering program results. 

Q. Okay. 

A. He is challenging the Corporation to 
find ways of doing the things that we need to do at 
lower cost. 

My comments yesterday were with respect 
to such matters as programs to improve the environment 
that go beyond what is the requirement of the law, and 
if you look later in this document you will see that 


there is a page on environmental business planning 
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Long, Dalziel,Howes 
cr ex (Shepherd) 


assumptions which has a small 13 at the bottom of the 
page. 

THE CHAIRMAN: Sorry, Mr. Snelson, what 
page is that again? 

MR. SNELSON: The page has a page number 
at the bottom, 13. 

THE CHAIRMAN: Thank you. 

MR. SNELSON: And Ms. Howes might very 
well be able to point out to you the degree to which 
that is requirements of law, the degree to which it 
goes beyond that. 

MS. HOWES: As I mentioned in my direct 
evidence with respect to NOx control, I suggested that 
Ee Hydro contributes about 20 per cent to NOx 
levels in the province and our recent commitment has 
been that we will reduce our emissions to the extent 
that we are resulting in a 30 per cent improvement in 
NOx emissions in the province, and I think that goes 
well beyond the lowest position. 

[10:15 a.m. ] 

So we are reducing our emissions more 
than our contribution to the NOx emissions in the 
province. 

So I just wanted to include that as an 


illustration to where cost is not the only focus, that 
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we are also looking at, environmental performance. 

MR. SHEPHERD: Q. I obviously 
misunderstood what you just said. You are reducing 
your NOx emissions more than you are NOx contribution? 

MS. HOWES: A. Yes. 

Q. How can you reduce it below zero, or 
am I missing something? 

A. No, no. The point is that on the 
provincial basis we contribute 20 per cent of the NOx 
in the province, and we are reducing our emissions more 
than our contribution. So we are doing better than 
what we put out in percentage terms. 

Q. Those two figures don't relate to 
each other, Ms. Howes, I mean, come on. 

A. Certainly they do. 

MR. SNELSON: A. Can I just -- 

Q. That's mumbo-jumbo mathematics. Come 
on, that's note true. 

MS. HOWES: A. I think what you are 
focusing is, or what I am suggesting is, we produce a 
certain amount of NOx to the province. We could reduce 
our NOx by the amount we contribute. And if you look 
on a provincial basis we are doing more than our share, 
if you want to phrase it in those terms, in terms of 


NOx reductions. 
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I don't think its mumbo-jumbo 
mathematics. I think perhaps my description of it 
might have been a little awkward, but I don't think 
it's mumbo-jumbo. 

Q.., Ibvisstrue;sisnsteit,~thatayouryNnox 
target is in fact also what you anticipate the 
regulatory limit will be in the year 2000; isn't that 
correct? 

A. We have committed to it through a 
negotiation process with the provincial government and 
the federal government, so it was an agreed-to limit 
and it was negotiated. Yes, indeed, we see it as a 
2000 target, absolutely. 

Q. But it's going to be a regulatory 
limit; right? You are going to be required to do that? 

A. We committed to do that before we 
were required to do that. 

Q. Sorry, you negotiated with the 
provincial government; right? 

A. That's true. 

Q. You had one number, they had another 
number, you came to a number that you were both happy 
with; right? 

A. Absolutely. 


Q. Okay. Before I leave this I just 
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want to refer to one other thing in here. 

We have heard as sort of an evolution, 
Mr. Snelson, of the comments by Ontario Hydro about 
Darlington and its problems, and they sort of started 
with, "Well, we have some problems but we will solve 
them," to, "Well, they are more serious than we thought 
but we will still solve them," and it's been sort of 
increasingly serious. 

I would ask you to look at the first page 
Mr. Eliesen's memorandum in which Mr. Eliesen refers to 
four things that he considers to be daunting 
challenges, presumably tougher language than we have 
heard so far: Improving the performance of nuclear, 
something you have been saying all iene is a serious 
problem; getting Darlington on line, it's the first we 
have heard that it was that serious, I guess; ramping 
up Our demand management programs, which I will come 
back to, because that's a concern, and improving our 
financial position which you have just referred to. 

Again, I don't want to be over- 
emphasizing semantics, but I guess the natural question 
is: Does this represent a further step in your 
perception of the seriousness of the Darlington 
problem? 


MR. SNELSON: A. You asked me that 
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question yesterday and my answer was no and my answer 
is no today. 

Q. All right. Now, let me ask you about 
ramping up our demand management programs. You have 
testified you have full confidence that you will meet 
your demand management objectives, and my understanding 
of your evidence is that, in fact, you are ahead of 
schedule, you are doing better than you expected this 
year; isn't that right? 

A. Maybe Mr. Shalaby could answer that. 

MR. SHALABY: A. The evidence was that 
the efficiency programs were meeting their targets, but 
the load shifting programs were not. 

Q. So I take it then that I shouldn't 
take anything from the wording here on treating ramping 
up our demand management programs as another daunting 
challenge. 

A. I think ramping up here means that 
the target next year is higher than the target this 
year. The target the year after that is higher again. 

We will want to save more megawatts as we 
proceed than the previous year. 

Q. Do you anticipate having difficulty 
meeting that target next year? 


A. We have always said the targets are 
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challenging. When something is challenging there are 
difficulties in meeting it, yes. 

Q. Now, if you turn two pages on to 
attachment 1 and look at item 6 on that list, the 
heading is Planning Directions for 1992, and it says: 

A study is to be initiated for review 
in July on managing uncertainty in the 
context of the general approach of 
planning around the median. 

It goes on to describe the nature of the 
study, and that's being done by environment and 
corporate planning division, as I understand it. I 
asked you yesterday whether you were familiar with the 
specific study. Are you familiar with this specific 
study? 

A. I am familiar that this group is 
formulated and is charged as written here with that 
particular task, yes. 

Q. And does that involve system 
planning? 

A. It does. 

Q. Somebody from your group is on the 
committee, the study group? 

A. Our entire group is here. 


There are others in system planning and 
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corporate planning and environment division as well. 

We now reside in environment and 
corporate planning division, environment and corporate 
planning branch, corporate programming division. So we 
are in a different division than system planning. Both 
of those divisions are represented on that task force. 

Q. The study is specifically about 
Managing uncertainty in the context of what you do; 
right? 

A. In the context of general approach to 
planning around the median, those are the words put in 
here. 

Q. That's what you do, right, 
collectively you do? 

A. Us and others in the company, yes. 

Q. Okay. And you have said that it will 
of course -- the study will have of course be filed 
unless there is some particular reason internally to 
Hydro why it should not be filed? 

A. If it's not to be useful for these 
proceedings and there are no reasons that it shouldn't 
be filed, there is no reason it wouldn't be, yes. 

Q. I wonder if I could ask you to 
undertake - I am not going to ask you to undertake to 


file if, I understand you have to see it first - all I 
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am going to ask you to do is undertake that when the 

study is completed, whether you file it or not, will 

you undertake to advise that it has been completed so 
that we know you have decided not to file it if you 
have it. Will you do that? 

MR. B. CAMPBELL: I think we are prepared 
to give an undertaking to advise on the status of this 
work. 

THE CHAIRMAN: All right. 

MR. SHEPHERD: Thank you. 

THE REGISTRAR: 684.23. 

---UNDERTAKING NO. 684.23: Ontario Hydro undertakes to 
provide the status of the study regarding 
managing uncertainty in the context of 
the general approach of planning around 
the median. 

MR. SHEPHERD: Q. Now, the one other 
Clean-up item then is this additional page to Exhibit 
TO 

Now, I had asked you yesterday, Mr. 
Shalaby, I think, I have lost track, if you could 
confirm the accuracy of “— figures in Exhibit 702 and 
Mr. Howard asked, well, give us the numbers and we will 
confirm the accuracy. I would now ask you to undertake 
to review Exhibit 702 and confirm that it is accurate. 


THE CHAIRMAN: 702, you mean page 2 of 


702, don't you? 
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MR. SHEPHERD: Yes, indeed. The 
calculations by IPPSO of the average rates and 
percentage decrease. 

THE CHAIRMAN: Isn't that just an 
arithmetical calculation based on all these figures? 

MR. SHEPHERD: Yes, it is. But 
unfortunately the fact that we filed the exhibit and 
say this is good math is not evidence, whereas if Mr. 
Shalaby says, yes, that's right, it's evidence. 

MR. B. CAMPBELL: Well, this is a simple 
mathematical calculation of a percentage based on -- we 
have just calculated some percentages around these 
numbers? I would have thought judicial notice could be 
taken with mathematics. 

THE CHAIRMAN: I think they confirm that 
the methodology is correct and that's the way you do 
ant 

We have had all kinds of calculations 
like this and some people extend them out and show how 
they have done it, and some people don't and some 
people are intermediate. But I don't know why they 
should have to sit down and do the arithmetic. 

I think they way we have done these 
before is if they find anything wrong in it they will 


let you know. 
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MR. SHEPHERD: I will approach this 
another way then, Mr. Chairman, I think it will solve 
the problem. 

Q. Will your confirm, based on the 
numbers that you see before you on this added page, 
that those numbers represent the correct numbers for 
the prior years? 

MR. SHALABY: A. Are they in dollars of 
the year or are they... 

Q. Dollars of the year. 

A. Dollars of the year. 

Q. We can check, yes. 

A. Thank you. 

THE CHAIRMAN: So does that have a number 
Lodgrzt? 

MR. SHEPHERD: Yes, I guess so. 

THE CHAIRMAN: 684.24? Mr. Lucas, is 
that right? 

THE REGISTRAR: That is correct. .24. 

THE CHAIRMAN: Thank you. 

---UNDERTAKING NO. 684.24: Ontario Hydro undertakes to 
provide whether the numbers of page 2 of 

Exhibit 702 represent the correct numbers 

for the prior years. 

MR. SHEPHERD: Q. Now, that was alla 


very long intro. 
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Mr. Snelson, you have talked a fair bit 
about uncertainty and I think we have a good fix right 
now on how you deal with uncertainty in the load 
forecast. You would agree, would you not, that 
uncertainty in your costs is also a very critical 
uncertainty? 

{10228 acm] 

MR. SNELSON: A. There are uncertainties 
in our costs and that's an important factor. 

Q. And we heard in Panel 3 about how you 
deal with the uncertainties in cost estimates for 
individual projects. 

I wonder if you can tell us how you 
combine those uncertainties Or probabilities, or 
whatever, in determining overall cost uncertainties for 
your plans? 

A. That sort of analysis was done at the 
time of the 1989 Demand/Supply Plan, and is described 
in the RAM analysis which was described probably in 
greatest detail in Exhibit 6. 

Q. Okay. You didn't do such an analysis 
for the DSP Update? 

A. No. 

Q. Why is that? 


A. I think that was discussed quite 
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thoroughly in AECL's cross-examination. 

Om Okay." Ipwill read it. In your 
costs, in your planning, you use the expected values; 
correct, in your costing plans? 

| A. We sometimes use expected values and 
we sometimes use projections based along a median. If 
we have expected values, then we would probably use 
them in place of the median value. 

Q. But typically you use actually most 
likely values, right, or median, which is it? 

A. The distinction between most likely 
and median is a mathematical nicety. In most cases we 
have a central estimate that we use if we are using 
median values and we combine them together to produce a 
median estimate of cost or most likely estimate of 
cost. 

I understand the mathematical difference 
but we don't often have the ability to distinguish 
them. 

QF °eWelly, Hisn’ tre true™thateoin an 
asymmetrical distribution of costs, probabilities of 
costs, the most likely is lower than the median? 

A. It depends which way the asymmetry 
ig 

Q. Well, of course, or it's different 
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anyway? 

A. They will likely be different in an 
asymmetrical distribution. 

Q. And if your asymmetry in costs, for 
example, is asymmetrical on the high side, then using 
the most likely will cause you to have too low a value; 
isn't that correct, relative to the median? 

A. There may be different shapes of 
distribution, that is often the case if it is skewed to 
the high side. 

Q. And it's also true that the expected 
value, which is the probabilistic average, is higher 
still in that asymmetrical distribution I just 
described; correct? 

A. If it's a sort of single peak 
distribution and smooth and so on, I think that's 
usually the case. 

Q. And it's true; isn't it, that the 
broader the probability distribution, assuming the same 
asymmetry, the larger the difference between most 
likely and median and expected value; correct? 

A. Okay. I'm not quite sure I have got 
your assumption here; is a broader distribution but it 
has the same shape? 


Q. Yes. 
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A. Yes, I believe that if the shape is 
spread out over a broader period, then the differences 
between those central estimates would be larger. 

Q. Now, you don't -- no, let me rephrase 
that. In your DSP Update, have you made any attempt to 
calculate - I suppose I know the answer to this but 
I'll try anyway - have you made any attempt to 
calculate or estimate the correlations between your 
major cost uncertainties? 

A. No, I believe we have not got any 
specific estimates of the correlations between the 
major cost uncertainties. 

QO. ®Iltesterves Pisn"t4ityathat. when’ you 
are doing a multi-option plan that if you don't know 
the correlations between your various uncertainties, 
then any resulting cost analysis is, or could be, 
seriously flawed; isn't that correct? 

A. Certainly theoretically the 
correlations can have a significant effect. The 
practical point is that they are very difficult to 
estimate. 

MR. SHALABY: A. We have done some work 
on studying the impact of correlations in Chapter 8 in 
Exhibit 6. 


Q. Yes. 
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A. And we found that the ranking of 
plans, the costs of the plans was not affected when we 
change a correlation between various variables. 

We have done a test or two, I'm not 
saying we have done an exhaustive study of the various 
correlations between variables, but we have documented 
what if certain variables were positively correlated 
and what if they were independent. 

And so we have asked ourselves that 
question, we are aware that it could swing the results 
one way or the other. But the limited testing we have 
done convinced us that it probably doesn't have much 
impact for the tests that we have done. 

Q. Well, that's interesting. It didn't 
change your ranking; right? 

A. Yes. 

Q. It did change the cost differentials; 
adidnyvteice 

A. Yes. 

Q. Sometimes in terms of many hundreds 
of millions or billions of dollars; right? 

A. I don't know whether it's that large. 
It changed. 

Q. Significant dollars? 


A. Yes. 
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Q. You would agree that it may be 
relevant to this Board if it's deciding to recommend a 
Slightly more expensive plan to get certain benefits, 
like environmental benefits, to have a good fix on just 
how much that's expected to cost, and the ranking isn't 
relevant there, what's relevant is the differential; 
correct? 

A. They are both important. All I'm 
trying to indicate is that that question we have met at 
the stage of the analysis, we analyze it to some extent 
and reported the results. That's all I'm trying to 
indicate. 

Q. And aside from -- sorry. 

A. “Yes. 

Q. Aside from this information then in 
Exhibit 6, you have no evidence to offer this Board on 
the ultimate cost of your plans, taking into account 
uncertainties and their correlations; is that correct? 

A. Apart from that, there is no rigorous 
analytical results, yes. 

Q. Okay. Mr. Snelson. 

MR. SNELSON: A. Yes. I was just going 
to comment on the difficulty of estimating 
correlations, in that when we started the analysis of 


the Demand/Supply Plan we said: Can we estimate the 
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correlations, and we went to our economics and 
forecasting people, and while clearly we would have 
liked to have had that data, they came back to us and 
said: Well, we can make convincing arguments as to why 
certain variabilities should be either positively or 
negatively correlated and, for instance, high fuel 
prices and high economic growth, depending on how you 
look at it, could be positively correlated or 
negatively correlated. 

So, for instance, you could envisage a 
Situation where fuel prices are high and that depresses 
economic growth and that, therefore, they are 
negatively correlated; you could envisage a situation 
where economic growth is high and, therefore, the 
demand for fuel is high and that tends to increase the 
price of fuels and fuels would, therefore, be 
positively correlated. 

Now, I'm not expressing an opinion as to 
which of these is right, all I am pointing out is that 
when we went to our economists and talked about this 
they said it could go either way. 

Q. Well, when you don't put any 
correlation assumptions in your analysis, the result is 
that you have assumed independence of the variables; 


correct? 
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A. That is correct. 

Q. Okay. So that is itself a judgment? 

A. Yes. 

Q. And in fact in most cases it's the 
judgment that you know for certain is wrong; right? 

A. Only to the degree that any single 
judgment of an uncertain variable is only one of many 
possibilities and, therefore, has a relatively small 
probability of being exactly right. 

Q. Now, isn't it true when you are doing 
cost analysis, indeed when you are doing any numerical 
analysis, that when you can't determine the right value 
for a particular important variable, that the proper 
resolution of that is to do a sensitivity analysis over 
a range of values of that data; isn't that correct? 

A. And that is what Mr. Shalaby 
described to you just recently. 

MR. SHALABY: A. We have done 
sensitivity studies in that same chapter: How would 
the plan cost change, for example, if gas prices were 
higher or lower, or coal prices are high or low. Is 
that the type of sensitivity you are asking, or is it 
anything different? 

Q. No, that's what a sensitivity 


analysis is; correct? 
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A. Yes, there's extensive sensitivity 
results are documented in Chapter 8 of Exhibit 6. 

Q. A second ago you said you just did a 
few. Is it extensive or is it a few? 

A. No. Extensive sensitivity on the 
impact of changes in a parameter value on the costs of 
the plan, that's extensive. 

Q. Okay. 

A. The few are, what if correlations are 
not independent, what if variables are not independent. 

Q. Okay. 

A. What if we ganged them together ina 
particular way. 1 

Os Okay. 

A. That is the one we did a few. 

Q. Now, you have done that for the 
Original DSP, but you have no evidence to provide on 
that for the DSP Update? 

A. That is correct. 

Q. Okay. 

A. And before we leave the point, I 
think we assumed many variables to be independent, but 
we also assumed some variables to be completely 


correlated. 


For example, prices of coal and other 
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fossil fuels, we assumed that if the price of one 
fossil fuel goes up, then the whole family of fossil 
fuels will also go up. 

We didn't go into gas goes down and coal 
goes up, and oil goes somewhere else, we moved them 
altogether. 

We also assumed, for example, that 
construction costs for nuclear plant, if that is 
expensive, in all likelihood the costs of constructing 
fossil plant will also be expensive. It's sort of 
labour costs, concrete, steel, that kind of thing, - 
equipment and, to a large extent, similar in both 
Situations. 

So we have assumed certain variables to 
be correlated and then we assumed other variables to be 
independent. 

Q. So if you assume, for example, coal, 
Oil and gas to move in the same direction, then if you 
assume an increase in coal prices, gas gains no price 
advantage and vice versa; correct. It wouldn't have 
any impact on your plan? 

A. In that analysis, yes. And the view 
prevalent at that time was that those fuels move in 
tandem, and I don't want to get into a discussion of 


what tandem means again, they move together. 
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Q. And similarly, if you assume that 
nuclear costs and construction costs and coal 
construction costs rise at the same rate, then that 
means that if your nuclear costs have historically 
risen faster or in fact they rise very fast in a model 
you do in the future, the other options don't gain any 
price advantage, it's assumed that if you have cost 
overruns in nuclear you also have cost overruns in 
everything else to the same degree; right? 

A. It's really the escalators, sort of 
the price of concrete will go up by so much. Now, the 
price overruns could be partly because of the concrete, 
steel and labour and partly because of schedule delays, 
for example, or additional licensing requirements as 
was discussed to a significant extent. 

But what we are modelling here is the 
escalators and the indices at which you escalate costs. 
We assumed those to be correlated. 

But the answer to your question is, yes, 
the options do not change their advantage under that 
kind of scenario. If one had an advantage over 
another, that is maintained, it doesn't increase or 
decrease as a result of the modelling. 


[10:45 a.m. ] 


Q. Okay. I am trying to see how much of 
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this I have already covered. 

Mr. Snelson, let us suppose you have two 
possible plans, plan A has twice the CO(2) emissions as 
plan B, but plan B means rates will be 30 per cent 
higher over the next 20 years. Assume there are no 
regulatory requirements to meet, both plans are 
perfectly legal, and in all other respects the plans 
are equal in your judgment. Which do you chose? 

MS. HOWES: A. A point of clarification. 
All other environmental problems, emissions, effluents, 
wastes? 

Q. Every other aspect is either they are 
the same in both plans or your judgment is that they 
balance each other out so they are equivalent in both 
respects except in those two things, costs and CO(2). 

MR. SNELSON: A. We are into a very 


hypothetical situation and I think that the answer 


would most likely depend upon what was considered to be 


acceptable from a societal point of view. And so, for 
instance, if there was no other activity in society to 
reduce CO(2) from other sources, and in my suspicion 
is, and obviously we haven't had to address this 
question because it's a hypothetical, my suspicion is 
that we would with the lower cost. But if there was to 


be a very strong push in society, whether or not it was 
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legal and this was common practice, maybe not to go 
that fair but to go some way towards reducing CO(2) at 
significant cost, then we might very well go with the 
lower CO(2) and the higher cost. 

Q. In the current public environment, 
the current public perceptions as you have surveyed 
them and understand them today, do I take it that you 
would select the lower cost plan in that hypothetical? 

MS. HOWES: A. The reason I am 
hesitating is you have selected a great day, I mean, 
the Rio Conference has started, and if you were aware 
of the work that has preceded this particular 
conference you will note that CO(2) targets and whether 
they will be endorsed or even discussed at this 
conference is of major concern. But if I had to base 
it solely on one piece of information, and that was 
whether there was going to be CO(2 targets at Rio or 
not, based on that information I would say CO(2) 
targets do not appear to be getting a whole lot of 
support from certain aan rlieen and based solely on 
that information I might say going the extra step, 
spending the extra money on CO(2) based today on that 
one bit of information, I might advise against it. 
LTtts- hard ito know. 


Q. Now, one of your considerations there 
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is that I proposed a 30 per cent cost increase; right? 
That's a lot of money. What if it's only a 1 per cent 
cost increase, then would have your CO(2) emissions? 

A. Purely hypothetical? 

Q. Yes. 

A. One per cent, I think we would 
probably go for CO(2) emissions reduction. 

Q. Okay. Now, this is one of those 
bigger than a bread box, smaller than a SkyDome type of 
problems. Now that we have set the bounds for what 
this CO(2) emission reduction is worth, there must be a 
threshold somewhere in the middle at which you would go 
one way or another; isn't that correct? 

A. I don't think we have said what CO(2) 
emissions are worth just by the hypothetical discussion 
that we have had. 

Q. You have said that in the current 
situation you wouldn't spend a 30 per cent additional 
amount and you would spend a 1 per cent additional 
amount. We know it's between 1 per cent and 30 per 
cent? 

A. I think I might characterize that as 
somewhat larger than the bread box and certainly a 
whole lot larger than the SkyDome. 


Q. Okay. “*But’ rtsn*t it “true” that’ “you “are 
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not presented with problems this obvious, you are 
presented with problems that are closer to the line, 
right, you still have to make the call? 

A. I think what makes CO(2) very 
different is that it is not a regional issue, it's a 
global issue. And it is quite different, for example, 
than acid gas -- or SO(2), I should say, or certainly 
different than NOx. 

So I think that we, as a global 
community, are going to be coming up with quite 
different ways of managing CO(2) emissions than we 
might have traditionally done for NOx and S0(2). So I 
am not sure that I can say that this one is sort of -- 
we usually deal with decisions that are closer to the 
edge. This is a different environmental issue than our 
traditional emissions. 

Q. I understand, and perhaps we will 
come back to that. But you have given it a value; 
right? You have said if you can have your CO(2) for l 
per cent, you would do it. That's about a billion 
dollar net present value. 

A. I think you have give it a value. 

I have suggested that if was between a 
small number and a large number, if we had to go the 


small number, then we would probably reduce CO(2) 
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emissions. 

Q. Well, the problem that I am having 
here is that I can simply keep on asking these per cent 
questions until we find out where you stop saying yes. 

A. That's true. 

Q. I am asking you, where is the 
threshold? Is it 5 per cent, is it 10 per cent cost? 
Do you know? 

A. No, at this point I don't know what 
the threshold cost is. 

Q. Well then, and I guess I am asking 
this question probably of you, Mr. Snelson, I don't 
know how you make planning decisions, I don't know how 
you exercise your judgment if faced with a clear-cut 
hypothetical like this, Hydro can't tell us where the 
line is drawn. How do you decide where the line is 
drawn in the real world? 

MR. SNELSON: A. We address real 
decisions, not hypothetical ones. 

Q. Yes, indeed, and the hypothetical is 
a lot simpler than a real decision, but it's not 
different conceptually than the real decisions; is it? 

A. se Thatels *coprect ye bate ine: pointyis 
that the policymaking of the Corporation evolves 


through the process of facing up to the real decisions 
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that it has to make and making those decisions. 

The policies are not set in an abstract 
vacuum of this is what our policy would be for all 
these hypothetical situations that might possibly 
sometime or another arise in this world or the next. 

Q. But, Mr. Snelson, the nature this 
question was not tell us what you are policy is in this 
hypothetical. The nature of the question was, let's 
watch how you make a decision. We make it nice and 
simple so we can understand how you make a decision, 
and let's watch how you make it and see whether this 
Board likes how you make it. 

MS. HOWES: A. If I can just pursue this 
a little further. 

Yesterday, I think it was yesterday, we 
were talking about the options available to reduce 
CO(2) emissions and you suggested tree planting was 
one. I suggested in my direct evidence, I think there 
were five or six different options that we had 
available to try to reduce our CO(2) emissions and we 
are committed to reducing CO(2) emissions. 

At this particular point in time you know 
that we are not asking for approval for a future supply 
option, and based on the information we have in front 


of .us, I think it is’ reasonable ‘rovconsider ‘atcthis 
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time a future fossil supply because of the information 
we have on CO(2). 

If that information changes we may well 
not consider a future fossil option, but at this time 
it's still on the table as you have so eloquently 
described in previous sessions. 

So we have not made a decision about 
CO(2) or our future supply at this point. We have a 
whole of range of options available to us and we will 
exercise those. 

Should our information change, should 
there be a target established, should Ontario Hydro be 
required to reduce its CO(2) emissions, we will do 
that, and our decisions will be commensurate with the 
information that we have available. 

Q. I understand. There is a point, 
isn't there, at which on any of these items, sort of 
the rubber meets the road and you have to decide; isn't 
thaterignte? 

A. I think that's probably true. 
However, this isn't an ideal world. There are a range 
of environmental issues that we are managing. If it 
was so simple that we just had to manage one issue, 
CO(2), we would probably make a good decision. We 


would probably still -- Oh, that was a poor choice of 
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words, wasn't it. 

We would probably make a different 
decision. 

Q. It's one-all. 

A. There are a number of environmental 
Matters that we must consider, and there is a range of 
things from emissions through wastes that also have to 
be considered at the same time. And as I have said 
before, there are trade-offs. 

Q. Mr. Snelson, planning is ultimately a 
series of hard decisions that you actually have to 
make; right? It's not, well, we can decide that later 
all the time. Ultimately it's hard decisions, yes, we 
did’ do it, no,we don't;,. right? 

MR. SNELSON: A. There are the points at 
which decisions have to be made in planning, and they 
are made at that time. 

Q. Do you have anything more you can add 
to help us with as to how you would make the sort of 
decision that I put to you in that hypothetical, that 
category of decision? Do you have anything more to add 
that I have not asked about? 

A. I think we have talked about the 
range of factors and Ms. Howes has talked about the 


range of environmental factors that would have to be 
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considered. There are also a range of cost factors 
that would have to be considered and financial factors. 

All the factors that are in fact 
described in our evaluation criteria. To the degree 
that they are relevant to that particular decision and 
can contribute to it would have to be examined. 

Q. I am not asking you what the factors 
are. I am asking you how you make the decision. It's 
a process question. Obviously you don't make the 
decision by having some sort of formula that you put 
everything into. Do you have some sort of weighting 
system, or do you have some sort of first we decide 
this and then we decide this, and narrow it down, or is 
it totally subjective? 

There are all sorts of ways you can 
exercise judgment, how do you do it? 

A. First of all, as I indicated in my 
direct evidence, we don't have a numerical ranking 
system for weighting these various factors for the 
reasons I outlined. 

OVP Les, OLscOurse. 

A. Decisions tend to evolve through a 
series of alternatives that would be considered at the 
time, there are alternative decisions that can be made, 


and through an examination of all the consequences of 
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those alternatives. They are evaluated and compared © 
and decisions are made, and if necessary, additional 
alternatives will be created. It's an iterative kind 
of process. 

Q. Sorry, go ahead. 

MS. HOWES: A. I wasS going to add, we 
probably would not make this decision if CO(2) was our 
example alone. There would have to be discussions with 
various level of discussion, there would have to be 
discussions with other utilities across Canada, with 
other industries, with interest groups. I mean, this 
is not something that we would decide on our own. 

So there would be discussions that would 
influence what and how we respond from a planning 
perspective. So it would not be unilateral. 

Q. But as we discussed yesterday, sooner 
or later somebody has got to make a call; right? 

A. I agree, but I don't think we ever 
agreed who that somebody could be. It could be by 
consensus, for example, or that multi-stakeholder 
group. 

Q. That was my next question. And you 
have described a case of consensus within and outside 
of Ontario Hydro, but most of your decisions are 


actually made within Hydro; right, Mr. Snelson? 
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MR. SNELSON: A. We obviously have to 
make many decisions within Ontario Hydro, but to the 
degree that they have external impacts then there is 
often and usually some form of external input. So, for 
instance, we can't make the decision to build a new 
generating station without having an environmental 
assessment, meeting the requirements of the 
Environmental Assessment Act; however, that might be 
implemented through the environmental assessment 
process. 

Q. And when you introduce new demand 
Management programs you talk to important stakeholders 
to see how they are going to work and things like that? 

A. Yes. 

Q. Within Hydro is your decision-making 
often by consensus? 

A. No, I believe the decision-making is 
ultimately in the hands of the Board of Directors. 
Clearly, there are many elements that kind of funnel 
into that kind of decision-making, but I think the 
bottom line is that the board of directors is 
responsible for the decisions. 

Q. Yes, I understand that froma 
technical point of view. 


I guess I am asking you, when system 
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planning makes a decision, yes we are going to 
recommend acceptance of the Manitoba contract, for 
example, do you within system planning, do you make 
that decision by some consensus process or is it 
ultimately one person who has to make the call? 
[10:58 a.m. ] 

A. The decisions with respect to the 
Manitoba Purchase were discussed with a variety of 
people within Hydro, right up to the senior officers of 
the company throughout the negotiations. 

Q. That doesn't answer my question. The 
difference is between who makes the decision; some 
decisions are made by one person, some decisions only 
happen if a number of people agree to a consensus. 

A. And my answer is that the decision is 
made by the board of directors. 

Q. And when you raise the board of 
directors, I said: No, I want to ask about the 
decision to recommend, right. So that's the decision 
I'm asking about. 

Let's assume that the board of directors 
makes a separate decision to approve your 
recommendation or not and that in theory they can say 
no to it, but I'm asking: When you make that 


recommendation, is that a decision by consensus or a 
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decision by a person? 

I am not asking where you get input, I 
accept you get input from lots of people, but 
ultimately do a number of people have to agree to it, 
Or only one? 

MR. SHALABY: A. Well, it's unlikely 
that a decision would be recommended if there's only 
one convinced of it and 100 others are opposed to it. 
So it isn't one and 100 others down in the lower levels 
of the company saying it's a bad idea. It's usually a 
build up of support from various aspects in the company 
and different places in the company. 

Whether your question is a complete 
consensus, 100 per cent of everybody who has seen the 
proposal is in agreement, that is also unlikely. 

Q. Sounds almost like a democracy. 

A. Does it? Have I rediscovered an 
effective way of doing decisions. I'm describing that, 
you know, it's unlikely that everybody agrees and it's 
unlikely that everybody disagrees. 

Q. Okay. 

A. The majority of big decisions have a 
large degree of acceptance from various parts of the 
corporation, but not 100 per cent uniform acceptance. 


Q. Okay. And at a certain point when 
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that large degree of acceptance is apparent, the 
decision simply happens, nobody has to say: Okay, we 
are going to do it because it's obvious? 

A. Well, there are very formal 
mechanisms of making a proposal to the board, you know. 

QO. tUNenObeaS KL nO 

A. Somebody signs their name and others 
recommend that they have reviewed the submission and so 
on. So somebody eventually, usually a higher ranking 
officer of the company, would sign a memorandum making 
a proposal to the board of directors. 

Q. Okay. 

A. And that somebody would have access 
to a lot of counsel and a lot of advice from the people 
that work for him or her. 

O.m {AL lagoight. 

A. I would be interested how IPPSO makes 
decisions, but that's another day. 

Q. Listen, I would be interested how 
IPPSO makes decisions. 

Okay. It may surprise you to know that 
we are still actually reviewing the demand/supply 
planning strategy, and we are almost finished in fact. 

Just crossing out some pages of 


questions, give me a second, I hope. 


Farr & Associates Reporting, Inc. 


Shalaby,Snelson,Tennyson, 27823 
Long,Dalziel,Howes 
cr ex (Shepherd) 


I would ask you to look at page 22 of 
DSPS, this is Exhibit 74. Do you have that? 

In «recommendation 5.8 -= ‘or ‘sorry, in 
principle 5.8, it says: 

Ontario Hydro will seek to maintain 

CANDU nuclear so it is available for 

future development. 

And that's explained in more detail on 
page 64, and we have also heard lots about it in Panel 
I 

On page 64 you say, right at the top of 
the page: 

Depending on the circumstances at 

the time, nuclear may be selected as a 

preferred supply option when major 

new supply is foreseen to be required. 

However, there is a risk that the 

capability to build a CANDU nuclear 

plant will be lost if action is not taken 

to maintain the option. 

That's the argument we have heard before 
I guess; use it or lose it freight? 

MR. SNELSON: A. It doesn't specify what 
action would be necessary to maintain the option. I 


believe Mr. Penn has discussed in Panel 9 what he 
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considers is necessary to maintain the CANDU option. 

Q. Well, in fact, the DSPS contemplated 
that you have sort of a special plan, if you like, to 
ensure that if you weren't committing to new nuclear 
stations that you maintain your ability to do it in the 
future. 

And I understood Mr. Penn to say that 
that is not necessary any more because you have enough 
problems that you are keeping the option open anyway 
just solving them. Is that close enough? 

THE CHAIRMAN: I guess Mr. Penn can speak 
for himself. Whatever he said in Panel 9, I can't 
remember, but he did deal with it. 

MR. SHEPHERD: Yes. I'm asking Mr. 
Snelson whether my characterization of the situation, 
not Mr. Penn's words, but the situation, is correct. 


MR. SNELSON: I wouldn't characterize it 


in those words. 


MR. SHEPHERD: JiO. nan you put rt in’ your 
own words then? 

MR. B. CAMPBELL: Mr. Chairman, if all we 
are talking about is characterizing of Mr. Penn's 
words, as you pointed out, are said, they are said. 

It seems to me it's kind of irrelevant to 


start fuzzing about how those words should be 
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characterized by this person or that person. The 
evidence is there. 

MR. SHEPHERD: Mr. Chairman, I just made 
clear - I don't know where my friend was - I just made 
clear that I wasn't asking for Mr. Penn's words to be 
characterized, I was asking for the current situation 
to be characterized by the witness. 

THE CHAIRMAN: Perhaps you could ask him 
what you want characterized, because I have sort of 
forgotten. 

MR. SHEPHERD: Q. I would like you to 
characterize the change between DSPS and today in what 
you anticipated maintaining the CANDU option meant in 
terms of special actions, if any? 

MR. SNELSON: A. I'm not sure that the 
DSPS defined what was required in terms of special 
actions. 

Q. Well, if you look at the bottom of 
page 65, in fact after going through this whole long 
analysis as to why it was important to maintain it, it 
says: 

Therefore, it is important that the 

CANDU nuclear option be maintained. 

Further detailed investigations and 


studies will be necessary to define the 
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actions needed and assess the costs and 

feasibility of maintaining the CANDU 

option. 

So should I read that as contemplating 
some form of special program to maintain CANDU? 

A. I think if you read on it talks 
about: 

A successful outcome from these 
studies will be highly dependent 

on the involvement and cooperation 

of the principal participants in the 

Canadian nuclear industry, including 

Ontario Hydro, AECL and federal and 

provincial governments. 

And I'm not familiar with what joint studies there 
might be between those parties regarding the 
maintenance of the nuclear industry and the CANDU 
nuclear industry. 

Os elt tisstrue thisn toccptithat tyourdoniit 
need anything from this Board by way of recommendation, 
approval or anything else to maintain the CANDU option. 
In the current situation, what you are doing already 
without approvals is maintaining that option; correct? 

A. Well, we are coming back to Mr. 


Penn's testimony and I don't want to try and paraphrase 
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his testimony. 

Q. Actually I didn't even read that in 
Mr. Penn's testimony, I'm asking you a simple question: 
Do you need this Board to say anything or do anything 
for you to maintain the CANDU option? | 

A. We have not asked for any such 
approval from this Board. 

Q. Just before I leave nuclear, I have a 
couple of other questions about it. On page 64 of DSPS 
Hydro has said - and this is in the second last 
paragraph, this is a discussion about too heavy a 
dependence on one technology with respect to nuclear - 
and it says: 

If there were other alternatives 

that were almost equally beneficial, 

diversification -- 

THE CHAIRMAN: Sorry, where are you 
reading from? 

MR. SHEPHERD: Sorry, this is the fourth 
line of the second last paragraph. 

THE CHAIRMAN: Thank you. 

MR. SHEPHERD: If there were other 

alternatives that were almost equally 

beneficial, diversification would be 


attractive. 
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Q. Now, it is true today that there are 
other alternatives that are almost equally beneficial; 
isn't that right, in the long term anyway? 

MR. SNELSON: A. I indicated that in my 
direct evidence. 

Q. So I assume that one of the important 
considerations you are going to have in your planning 
along the way is going to be sort of a bias against 
nuclear, if you like, for diversity reasons. Is that 
fair or sort of a predeliction against nuclear in order 
to improve your diversity; is that correct? 

A. I wouldn't use those words. I think 
though that the situation that we have referred to - 
and you have said that there are other alternatives and 
they are closer in cost - then, as I said in my direct 
evidence, we have changed our view as to what is the 
preferred option for base load major supply in the 
future from an implicit preference for nuclear through 
selecting Plan 15 to the situation where we believe 
that we can keep the options open, and we don't need to 
decide and we would have more difficulty in deciding. 
And I gave a number of reasons for that in my direct 
evidence, one of which was that the costs between 
nuclear and other options have become closer. 


Q. I understand that. I guess this uses 
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the phrase, almost equally beneficial, and you 
translated that into closer in cost, I wrote it down as 
you said it. 

I assume that when you talk about options 
being almost equally beneficial, you are referring to 
more than cost? 

A. That is correct. 

Q. Okay. The other problem that you 
talk about with respect to nuclear here is on page 65, 
and this is I guess maybe for Dr. Long. 

When you are comparing between options, 
presumably one of the issues is capital intensity, and 
this is what is discussed here, the impact of capital 
intensity. 
| And on page 65, it's the third paragraph, 
the one that starts "the major conception", the fourth 
line in, talking about the difference between debt and 
deficit, Hydro says: 

The carrying costs on this debt 
iereeeese and depreciation) are included 
in Ontario Hydro's rate base along with 
other current operating expenses such as 
labour and fuels. Ontario Hydro covers 
all these costs through revenues received 


from the sale of electricity and 
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secondary products and operates with a 

net income and does not incur a deficit. 
It's true; isn't it, Dr. Long, that Ontario Hydro has a 
statutory minimum net income it must meet each year to 
pay down debt called the SDR? 

DR. LONG: A. The SDR is a factor in the 
Power Corporation Act, something that Hydro must meet 
each year. It does not necessarily mean a minimum 
level of net income in any given year. 

Q. Well, isn't the SDR a formula for the 
minimum that your net income must be subject to one 
adjustment, which I'll get to in a second? 

A. Well, maybe you could specify what 
the one adjustment is before I answer. 

Q. Well, the adjustment being the 
reserve for a stabilization of rates and contingencies? 

A. That's correct. Hydro has a reserve 
and that reserve can be drawn down so that the net 
income that's achieved in any given year is then able 
to meet the requirements of the SDR. 

Q. But the basic rules in the Power 
Corporation Act, as I understand them, tell me if I'm 
incorrect - and I'm not asking you to give me a legal 
interpretation, I'm just asking you to tell me what it 


is you actually do - the rules you follow, as I 
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understand it, is: There's a formula, you calculate 
that, that's what the net income should be, and all 
other things being equal - I shouldn't say all other 
things being equal - unless there are extraordinary 
circumstances, you want to set your rates to meet that 
net income target; right? 

And then you start to look at: Well, 
would it cause an unacceptable rate impact or something 
like that and look to whether you have to draw on the 
reserve. Isn't that correct? 

A. Hydro does have a net income target 
as specified in its net income policy. It's not equal 
to the SDR as defined in the Power Corporation Act and 
certainly in deciding on a rate increase to be proposed 
in any given year, Hydro will look at the target net 
income follow its net income policy, follow its rate 
setting approach in deciding on what the appropriate 
rate increase should be, taking into account many 
considerations. 

Qoe Yes *eht 'setruen vsr-eric;, -chat 1990; 
1991, 1992, and now your 1993 projects, net income will 
in all cases be below the statutory requirement; isn't 
thatrcorrect? 

A. I have to check. 


0 Jal USE Pook Vit -ourrorayour "Ole stuff: 
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Dr. Long. 

A. That's what I'm checking. Sorry, I 
don't have the necessary information with me to 
determine whether net income in each of those years was 
below the SDR, but certainly in-- 

Q. You have had a bad... 

A. --several of them. 

Q. Okay. Will you let us know if that's 
not correct? 

A. Can I just note the years again. It 
was '90 through '93? | 

O.,.- 90, through;*935 yess Andsdit “st true; 
isn't it, you will agree, Dr. Long, that your current 
projections of net income are well below the SDR? By 
now everybody in Hydro knows that; correct? 

A. The projected net income is below SDR 
for '93, yes. 

Qo, (Andtitss7truemisn' tele; sthateat your 
load growth in 1993 is at the bottom end of your 
confidence band you will in fact lose $130 million. 
Isn't that Hydro's calculation? 

A. Again, I dont have the sensitivity 
at my fingertips, but certainly lower load growth, as I 
indicated in my direct testimony, will generally result 


in either higher rates or lower net income in the short 
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term. 

Or Arl*’right:” But ‘my question is: The 
lower end of your bandwidth, you have an actual loss 
next year; isn't that correct? 

a a Menocyramiliar with thesdetasis,. I: 
have to check them. 

Q. I'm not going to ask you to 
undertake, but will you just let us know if that's not 
COormect,. 

A. Just so that I can understand again, 
the lower end of our bandwidth, what do you mean by the 
lower end of our bandwidth? 

Q. There is evidence at the Ontario 
Energy Board on Monday, which you can look at, and it 
details it quite precisely in your witnesses' answers. 

LoS Sswtruer isn tric, "Dr. Long, that the 
problems you have had with net become over 1990 through 
1993 have been primarily because of nuclear, the most 
important problem being bringing in-service 
Capital-intensive nuclear stations at Darlington; 
correct? 

Pite20aa oman] 
A.» 1*am not sure that that's correct. 
Q. Well, isn't it true that your current 


projection for 1993 is that over three quarters of your 
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rate increase will be the result of Darlington alone? 

A. gin don it sthinkeso: 

QO. (627 out «of£,8.6 "per centssisnyofthat 
about right? 

A. That's not all due to Darlington, I'm 
pretty sure of that. 

Q. Okay. Maybe you could check on that 
as well, okay? 

A. What would you like me to check? 

Q. I have asked you, isn't it true that 
more than three quarters of your rate increase next 
year is solely because of Darlington? 

A. And my answer is no. 

Q. Your answer is no? 

A. Yes. 

Q. Sorry. I am not trying to trap you 
here, Dr. Long, I am just trying to get the information 
on the table. 

A. No, that's fine. 

Q. You would of course advise us if you 
found out differently yes? 

MR. B. CAMPBELL: Well, of course. 

DR. LONG: I have got the information in 
front of me right now. 


MR. B. CAMPBELL: Just a minute. 
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MR. SHEPHERD: I am not changing his 
veracity. 

MR. B. CAMPBELL: Mr. Chairman, we have a 
consistent practice of doing that. : 

MR. SHEPHERD: Q. Okay. At page 65 of 
the demand/supply planning strategy, at the fourth 
paragraph, you say: 

Ontario Hydro's debt is not out line 
when compared to the value of Ontario 

Hydro's assets, Ontario Hydro's debt over 

the last 60 years and the debt of other 

large public utilities. 

Do you still believe that to be true 
today? 

DR. LONG: A. Yes. 

Q. And then finally in the next 
paragraph you note high capital costs and debt are not 
exclusively nuclear issues, and then you go on to show 
how other options also have the same problems. 

Now I note that in that discussion you 
don't refer to the NUGs and DSM as having high capital 
cost and debt implications. Now, it's true, isn't it, 
that neither of these problems has anywhere near the 
same sort of capital intensity problems, including debt 


load impacts or rate shock impacts as we see with 
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nuclear and other central generation options; correct? 

MR. SHALABY: A. Many of the non-utility 
generation and particularly the demand management 
options are highly capital-intensive. 

It is correct that not all the capital is 
incurred by Ontario Hydro, so it doesn't show in our 
debt and in our balance sheet as much as facilities 
owned by Ontario Hydro. 

Demand management is highly capital- 
intensive. 

Q. Capital intensity is relevant to 
Hydro only in the context of what it does to your debt 
and you are rates; right? 

A. I am answering the question in two 
days. I am saying that demand Management, many of the 
programs have a high capital intensity to them. And 
non-utility generation, some projects, hydraulic 
projects, for example, have high capital intensity to 
them. 

The difference between them and Hydro 
facilities, Ontario Hydro-owned facilities, is that not 
all that debt or not all that Capital shows in Ontario 
Hydro's books. Our customers, in the case of demand 
management, bear part of the cost, and private 


developers in the case of non-utility generation bear 
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the cost. So the option itself capital-intensive, it 
just doesn't show on Hydro's books. 

Q. And from Hydro's point of view, they 
very low capital intensity options typically, aren't 
they? 

DR. LONG: A. I think as indicated in my 
direct action and as Mr. Shalaby just indicated, demand 
management does have some capital intensity because of 
the incentive programs. 

By and large the purchases from NUGs do 
not involve any capital outlay for Hydro. So purely 
from Hydro's perspective, yes you could say that option 
has low capital intensity. 

Q. Which means low impacts on debt and 
rates? 

A. It certainly means that we don't 
incur any debt, but it doesn't necessarily mean low 
impact on rates. 

The impact on rates comes through from 
the revenue requirement impact of the option and there 
are many factors again as I indicated in my direct 
testimony. 

Q. Well now, that's interesting. 

Do you have or would your policies allow 


you to have any NUG contract, for example, that would 
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have even a significant fraction of the rate impact of 
a capital-intensive central generation option? 

A. I have never compared the two. The 
policies really do not exclude such a rate impact. The 
rate impact of a NUG is largely determined by the 
difference between the accounting costs avoided and the 
purchase costs associated with a NUG and that could be 
large or it could be small, depending on the year. 

Q. But when you bring a central 
generation facility in-service, isn't it true that 
because you are depreciating and you have the maximum 
interest in the first few years, you have a very high 
rate impact? 

A. In the first few years, yes. And the 
same thing could happen for a NUG. 

Q. How could that happen? How could you 
have a contract with a NUG based on your current NUG 
policies that would allow you to pay that much to the 
NUG in the early years? You couldn't; could you? 

A. It may not be entirely comparable but 
you can get the -- if you are looking strictly at the 
rate impact of the particular NUG contract, again you 
would have to look at the difference between the 
purchase price and the accounting costs that have been 


avoided in the early years, and look at the comparison. 
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And I am saying that you can have a relatively 
significant impact. It may not be comparable or as 
comparable to, say, a nuclear or hydraulic station 
coming into service, but you can still have a 
relatively significant rate impact in the early years 
of a NUG contract. 

MR. SHALABY: A. The levelized rate that 
you put in your Exhibit 702 and in today's addendum to 
that has certain aspects of front end loading. 

Qe “Yes? 

A. So that has a larger rate impact in 
the front year than it does in the latter years. 

Q. Well, actually, now that you 
mentioned it, it's a good thing to go to. Can you turn 
to Volume 148, page 26207 of your direct evidence. I 
think this is you, Mr. Shalaby. No, maybe it's you Dr. 
Long. Yes. 

At the bottom, actually it starts at the 
bottom of page 26206, where Mr. Campbell asks you about 
the financial impact of the Manitoba Purchase, and your 
answer is: 

The rate impact is similar to that for 

a non-utility generator in that the 

impact is mostly due to the purchase 


price which is passed directly through to 
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rates. You will recall from Panel 7 
evidence that the contracted purchase 
price for the Manitoba Purchase is 
initially front-end loading. 

I take it from what you are saying that 
the Manitoba Purchase rate impact is essentially very 
Similar to a NUG rate impact; is that correct? 

DR. LONG: A. What I will really meant 
there were that the biggest single component of the 
rate impact is similar in that it's a purchase price 
which is passed directly through to rates. 

Q. Yes. So the rate impact of NUGs in 
Manitoba are conceptually similar but not necessarily 
quantitatively Similar. Rade NUGS wouldn't 
necessarily have the same rate impact? 

A. Not necessarily, that's true. 

Q. And, in fact, it would be a 
substantially less rate impact, wouldn't it? 

A. I think that would entirely depend 
upon the specifics. 

Q. Well, you have the contract with 
Manitoba that provides for fixed payments and provides 
for 125 per cent front loading; correct? 

A. I think it is 130 per cent. 


Q. Sorry, 130 per cent. Good. 
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And a 20-year loading period. That is 
before you get your payback on the loading, Prout, and 
you take interest rate risks and things like that; 
correct? 

A. Well, let's take those one at a time. 
Twenty-year loading, can you point to me where that's 
indicated? 

Are you saying we don't get any payback 
untalt 

Q. No, I am talking about a loading 
period. My understanding of the term is it that your 


loading period is the period between the time you start 


_ to give front end load and the time that you are fully 


paid back, which is 20 years. 

A. I am not familiar with that 
assessment. 

The contract period is 20 years, I am 
familiar with that. 

Q. And you are not fully paid back your 


loading until the end of the contract; right, that's 


‘your evidence? 


MR. B. CAMPBELL: I am Sorry, where is 
that in evidence? Fully paid back? 
MR. SHEPHERD: I am happy to find it in 


the transcript, but I am sure the evidence was that it 
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was intended that the front loading and the back end 
reduction were intended to be roughly equal in present 
value terms; isn't that right? Isn't that the evidence 
of your witnesses? 

MR. B. CAMPBELL: I am certain ehat 5s 
was intended to be paid back by the end of the period. 
I am not aware of a calculation having been done, there 
was a specific time period in which dollar per dollar 
it would be paid back, that is my only question. I 
took it that was the question. 

THE CHAIRMAN: I don't remember. It was 
certainly brought up in whatever panel, Panel 7. I can 
remember it being brought up but I can't recall what 
the answer was. 

MR. SHEPHERD: I will check that over the 
break. Let me ask one other question about this. 

OQ; sisidt true sis Utinot, that your 
Current policies with respect to NUG contracts would 
not allow you to have what I have called a loading 
period longer than 10 years for any new NUGsS and would 
not allow you to pay a significant portion of the NUGs' 
Capital cost, and would not allow you to accept things 
like interest rate risks and stuff like that; isn't 
that correct? 


DR. LONG: A. I am not familiar with the 
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contractual details of NUG contracts, so I really 
couldn't answer that questions for you. 

-MR. SHEPHERD: This might be an 
appropriate time to take a break, Mr. Chairman. 

THE REGISTRAR: Please come to order. 
This hearing will recess for 15 minutes. 
maReCcess) abelle30maym: 

---On resuming at 11:50 a.m. 

THE CHAIRMAN: Mr. Watson? 

MR. R. WATSON: Mr. Chairman, just 
briefly about Interrogatory 10.42.31. Again I just 
found out about this this morning, my client and I will 
need some time to evaluate this and I may come back to 
ask you for permission to reopen our cross-examination, 
I just wanted to let you know. Thank you. 

THE CHAIRMAN: You are just following in 
Ms. Findlay's footsteps, is that right, the same sort 
of submissions that she was making? 

MR. R. WATSON: Yes, Mr. Chairman. 

THE CHAIRMAN: Okay. 

Mr. Shepherd? 

MR. SHEPHERD: Q. Dr. Long, could you 
confirm that Hydro's evidence before the Ontario Energy 
Board is that of its 8.6 per cent rate increase, 6.4 


per» centeof.itp,is: dizectly,theyresult sof Darlington? 
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DR. LONG: A. I can't confirm that, no. 

Q. I will undertake to file this 
document, Mr. Chairman. 

Are you familiar with the document 
entitled: Impact of Darlington on 1993 Rates? 

A. I think it is a document that's been 
prepared the last few years for submission in the OEB. 
I haven't seen this year's version, no. 

Q. You haven't. I will file this later. 

We are talking about the Manitoba 
contract as compared to NUG contracts. Now one other 
difference between them, I presume, correct me if I am 
wrong, is that there aren't any NUG contracts where you 
have to spend $1.7 billion on transmission; right? 

A. I'm not aware of any. 

Q. And that's a substantial rate impact, 
is it not, when it comes in-service? 

A. I guess the net transmission 
associated with the Manitoba Purchase comes into 
service in two niedee and I described the rate impact 
of that in my direct testimony. 

Q. Okay. Now, Dr. Tennyson, will you 
take a look at Volume 148 of the transcript, please, at 
page 26212. And on that page, Starting on line 12, you 


are being asked about employment and regional economic 
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development, and your response on line 12 is: 
"Generally the nuclear option requires 
the highest employment levels." 

And I don't see any qualification of 
that. 

Now, I have always understood that demand 
management had much higher employment multipliers 
intended on a per megawatt and per kilowatthour basis 
to produce a lot more employment than central 
generation options. Isn't that something that is true? 

DR. TENNYSON: A. I understand that from 
a sort the general Ontario economics perspective, and 
that's a different kind of perspective. I know they 
have used quite high multipliers in our economic's 
group for any induced and indirect employment with 
those programs. 

What I am speaking of here, what we tend 
to discuss are construction and operations employments 
levels, that's the kind of impacts we look at in doing 
a socio-economic impact assessments that are project 
related, and in that context that's what I am 
discussing. 

Q. Oh. So, we shouldn't take from this 
statement then a conclusion that there is somehow some 


sort of employment benefit from nuclear, right, because 
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in fact demand management would produce more employment 
in the province than a nuclear station with equivalent 
megawatts; isn't that true? 

A. That is an assumption that's been 
made. 

Q. Do you agree with that? 

A. I don't have any basis on which to 
disagree with it. 

What I am talking about is that I still 
think my statement in talking about that option in 
terms of sort of construction and operations employment 
related to that option is correct. And certainly when 
we were looking at the options comparison, we were 
looking at the very large nuclear facility. 

Q. So is this true of all of your 
socio-economic analysis, that you don't look at the 
broad impacts but only at the direct impacts? 

A. What I am suggesting is that it's a 
project related kind of look at it. And in terms of 
projects we try to get a handle on it. Certainly the 
thing that most of the groups that we are working with 
are concerned about, is what would the construction 
employment be and what would the long-term operations 
employment be from a Hydro perspective. 


In our analysis we often as well talk 
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about any multipliers that might apply, what kind of 
related business activities might occur, what kind of 
spending occurs, that might occur, both province-wide 
and in the local and regional areas. 

We are trying to get a handle on the sort 
of impact assessment from sort of in-migration of 
workers, which is probably the best predictor of other 
social and economic impacts. 

Q. Okay. But the direct evidence you 
gave concerning social economic impacts, that's 
restricted to direct impacts; correct? 

AnuwYes. 

Q. And it is possible, and in some 
categories probable, that if you did a full provincial 
economy assessment, for example, as you did for 
Manitoba, or as somebody at Hydro did for the 
Manitoba-- 

A. Yes. 

Q.  --you might get a different result in 
terms of the ranking as between them, between the 
options? 

A. Yes, you might. 

Q. And do you have that information? 

A. I don't specifically have it in terms 


of exactly what the comparisons would be from one 
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option to another. 

Well, in fact, I am trying to think. 1 
would have to check, okay? 

Q. Well, presumably if you have it you 
will provide it. I don't need an undertaking. 

A. Precisely. I am just trying to think 
that some other groups have produced some numbers, they 
are not mine per se. I would like to take a LOOK). 1.61 
may, and see if in fact they have broken them down 
between the kinds... 

Q- Now, you did a plan-by-plan full 
economy analysis for the 1989 DSP: correct? 

A. That's an exhibit that's been already 
provided and it was done by economics and load 
forecasting. 

Q. Yes. 

A. That's the one you are referring to, 
that's already an exhibit. 

Q. Yes. No, I understand that. 

And so for the 1989 DSP you looked ace it 
we choose Plan 15 or Plan 22, what is the impact on 
employment, economic activity, et cetera, across the 
Province, direct and indirect impacts; right? 

A. Yes. 


Q. You didn't do that for the pDsp 
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Update, did you? 
L222 00s p.m) 

A. I personally did not. There likely 
would have been -- I mean, that's the most up-to-date 
information that I had. 

Q. Okay. 

A. In terms of whether that group i 
providing input to the Update, presumably they did. 
All sorts of groups across the corporation, including 
my own, looked at various implications of the Update. 

Q. Mr. Snelson, you I guess were 
ultimately responsible for finalizing the DSP Update, 
subject of course to the board approving it, obviously. 

And can you tell us whether you had 
before you in that decision-making the sort of full 
range socio-economic impact analysis that was done for 
the 1989 DSP? 

MR. SNELSON: A. First of all, you 
flatter me by saying that I was responsible for - I 
have forgotten your words - but I think you somewhat 
exaggerated my role in this, but... 

Q. I'm not sure it was flattery but 
that's okay. 

A. The full range socio-economic impacts 


of options have been analyzed from time to time from 
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the start of the Demand/Supply Option Study and a 
convenient reference which shows the impact on a per 
kilowatthour of option basis, which is a useful 
comparison for judgment purposes, is shown in Exhibit 
66 which is the draft demand/supply planning strategy 
at page 8-10, which does show the relative cost of 
options, it also shows the relative employment in 
person years per terawatthour of options, and I believe 
that is on a provincial economic model that was used to 
derive those numbers. 

And this figure has sort of a third 
scale, if you like, which is the size of the circles 
that go with each dot which indicates the amount of 
impact on the gross provincial product per 
kilowatthour. 

Q. Okay. But my question was: You did 
a specific exercise in the 1989 DSP of doing a full 
economic analysis of candidate plans and provided this 
Board with information on the comparison of economic 
impacts between whole plans. 

Now, you haven't done that for the DSP 
Update; have you? 

MR. DALZIEL: A. I think some work on 
that has been done subsequent to preparing the Update 


and I think it's been documented. It May be the 
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information that is the subject of the interrogatory’ 
that has been referred to by AECL this morning. 

THE CHAIRMAN: What number interrogatory 
is that? 

MR. DALZIEL: I'm not sure. I haven't 
read the report, but I think that is the -- it 
contains... 

THE CHAIRMAN: Is it the same one you 
mentioned, Mr. Watson? 

MR. R. WATSON: Yes, Mr. Chairman. 

THE CHAIRMAN: 10.42...? 

MR. R. WATSON: 31. 

THE CHAIRMAN: 31. 

MR. DALZIEL: I haven't checked it but I 
think that has an attachment to it that repeats the 
provincial economy impact assessment, GDP impacts on 
total employment, and it does it for the update 
nuclear, update fossil. 

I'm not sure, it might include the 
enhanced case, and I believe it includes some other 
case that I'm not familiar with at all called an 
all-supply case. 

But in answer to your question, that was 
done after the update plans were initially prepared. 


THE CHAIRMAN: Perhaps we should have 
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10.42.31 given a number. 

THES REGISTRAR. 2910. 42). Slmdshe22) 

THE CHAIRMAN: Thank you. 
~--EXHIBIT NO. 638.22: Interrogatory No. 10.42.31. 

MR. SHEPHERD: Q. So then the 
socio-economic impacts of your planning were not, at 
least not expressly part of your decision: is that 
correct? 

DR. TENNYSON: A. I think you are using 
a term that I would not -- you are saying all the 
socio-economic impacts, and I will argue that that's 
exactly what my group does look at is the 
socio-economic impacts and, yes, they were part of the 
planning process. 

As well, as I have indicated, the kind of 
province-wide GDP and employment levels are the kinds 
of things that an economics and load forecasting group 
does and that that kind of input goes into the planning 
as well. 

Q. Okay. That kind of input was not in 
your decision to present the DSP Update; was it? 

MR. DALZIEL: A. The answer to that is 
no, and it wasn't felt that it was necessary to have 
that information at the time that the Update plans were 


being put forward and reviewed by the board of 


Farr & Associates Reporting, Inc. 


Shalaby,Snelson,Tennyson, 27853 
Long,Dalziel,Howes 
cr ex (Shepherd) 


directors because we have done that sort of analysis 
for the cases in the earlier 1989 Demand/Supply Plan 
and we generally know the trends that result from that 
type of evaluation. 

Q. You asked Dr. Tennyson to give you 
input; right? 

Away 'Yes% 

Q. And Dr. Tennyson said to you: Nuclear 
gives you more employment than demand management; 
didn't she? 

THE CHAIRMAN: No, she didn't say that. 
She's never said that. 

MR. SHEPHERD: Well -- 

THE CHAIRMAN: I mean, what she said was 
that generally nuclear provides more employment, that's 
what she said, and she did that in the context of 
construction, as she's told you. 

MR. SHEPHERD: Okay. I'm not sure I 
understand the difference between saying generally the 
nuclear option requires the highest employment levels 
and saying generally you get more employment from 
nuclear than from DSM. 

QO. They are the same thing; aren't they, 
Dr. Tennyson? 


DR. TENNYSON: A. Not as I explained it. 
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There are different kinds of employment, there's 
direct, indirect and induced and the economist used an 
input/output model with certain assumptions to produce 
those. 

That information is available and done in 
the planning, and that looks at economy wide and GDP 
and, yes, they have assumed that in their analysis 
right now that energy management or demand management 
programs do in fact create quite a bit of induced and 
indirect employment, okay. So that's fair enough. 

What I'm talking about was constructions 
and operations work-forces which is Clearly direct 
employment. So I don't see the conflict. 

Q. Could you tell us how the direct 
employment by itself is relevant to planning, direct 
employment as opposed to total employment? I 
understand why total employment would be. 

A. In terms of, as I said -- okay, in 
two major ways I guess. One of the most often 
questions, and one of the things that one has to look 
at in impact assessment work is, Okay, what are the 
negative impacts and what are the positive ones. 

Positive impacts generally, in my 
experience, have been equated in many instances with 


employment and the questions that are asked of Ontario 
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Hydro and me are: What will be the direct employment 
in that job and what would be the long-term -- in 
construction of that work, I should say, and then what 
would be the long-term jobs in an area. 

We tend to, as well in terms of projects. 
Clearly the impacts in terms of our work are felt in 
the local and regional area and, in doing that, 
therefore, as I said, one of the major predictors of 
impacts is any kind of in-moving construction 
work-force, or it could be long-term operations as 
well. 

So that the direct employment produced by 
the project by Ontario Hydro is not only an indicator 
of potential benefits but clearly it's also one of the 
best ways to predict other impacts. 

Q. Negative impacts? 

A. Yes, and that's why it's central 
actually to the work I do. 

DR. CONNELL: Dr. Tennyson, I take it 
when you are focussing on direct employment that given 
a firm plan for a project that you could forecast the 
employment quite accurately? 

DR. TENNYSON: Yes. 

DR. CONNELL: But in the other two areas, 


thateis; ine looking at indirect, i m/ aware there-are a 
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variety of ways of estimating indirect employment, but 
it probably is subject to a fair bit more error;;is 
that not the case? 

DR. TENNYSON: Yes. You have to build in 
many, many assumptions and I think one of the ways in 
terms of our work - and we try to do it - is that you 
have to have a pretty good knowledge of the local area 
and the regional area, as well in terms of historic 
patterns, what's been the relationship in the past, 
what the availability of related, you know, businesses 
and operations are now. 

DR. CONNELL: And the outcome would be 
subject to a whole variety of perturbations that might 
affect the economy as a whole. 

DR. TENNYSON: That's correct. 

MR. SHEPHERD: Q. So Ontario Hydro's 
estimates of indirect employment are then less accurate 
than estimates of direct employment; is that correct? 

DR. TENNYSON: I don't think you would 
get the economists to perhaps say that. I couldn't 
speak for them. 

They build into their models a host of 
assumptions on how that might be done, and to go 
through all that, you know, we could probably debate 


various ones, but I think that they would feel that 
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they are fairly accurate predictors. 

What I'm trying to suggest is, if you 
want to predict exactly where that's going to occur, 
what business it is going to occur for and ina 
particular area, you are doing a different type of 
analysis. 

They are doing a macro analysis, that's 
fine, that's what they do. I'm, ina sense, doing a 
microanalysis. I think it's important in a sense to 
understand that one of the things that we try to do in 
our work is, as well enhance benefits and, in order to 
enhance benefits in an area, you have to understand the 
area and perhaps introduce mechanisms so that the area 
can benefit. 

That clearly is very different from 
saying, okay, generally in the Ontario scene you are 
going to perhaps get "x", "y" and "z". We want to pin 
it down to much more specifically what can happen in a 
local and regional area. 

QO: “Butulitake te that -#how shoulda” 1 put 
this - I take your answer to be at the first level that 
you are not disagreeing with the economists view of the 
accuracy of their indirect employment numbers, merely 
saying that you are not an expert in it and so you 


can't comment; is that fair? 
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A. I'm not disagreeing with them at all; 
why would I? Secondly, what I'm suggesting is that 
when we do our more project-specific -- don't forget 
too, okay, the estimates on a sort of macroscale are 
based on some experience with projects. We have had 
more experience with some than others, Okay. 

So fine, let's discuss relatively what 
might produce and might not produce certain things. It 
is once you get a defined project and you can get into 
it and get exact numbers that we all could do a much 
more exact job, and then what I'm Saying is that 
certainly when we're at that level and I know the 
precise numbers for the particular facility and I start 
to know the area then, yes, in fact I do want to be 
able to speak to, as well, what kind of induced and 
indirect employment there would be. 

Q. Okay. But that's not the type of 
numbers you have been Providing to your planners, 
right, because you don't have a real project, so you 
don't have... 

A. Well, once again, yes, we do and I 
could give you the types of numbers, if you want, for a 
different option in terms of construction and 
Operations work-force. I would also, in commenting on 


the various plans, Suggest the ones that might have 
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more or less multiplier effects, that kind of thing. 
You are talking about different levels of analysis. 

QO. Yes. And all I'm asking is, you are 
not giving your planners specific project numbers; are 
you, because you don't know which hydraulic projects 
will be built or where the nuclear station will be, and 
haven't you just said that until you know that you 
can't be specific; isn't that right? 

A. Okay. But like you are trying to 
do -- I mean, I do have input in terms of what best 
guess numbers are now for a comparable facility. What 
I'm saying is you don't have: Is it 522 or is it 582? 
We know orders of magnitude and we comment on what 
would be the likely effects. 

Q. Okay. Indirect jobs are still jobs; 
aren't they? 

A. Yes. 

Q. I think that's all I have on DSPS. 

i adortwane tortunn, MreeSnelsonpitoethe 
question of your flexibility to make day-to-day 
decisions in the future. 

And I take it you will agree that 
whatever this Board does, it's very importance that 
Ontario Hydro's planners have the flexibility to make 


appropriate planning decisions in the future as the 
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circumstances at the time dictate? 

MR. SNELSON: A. Flexibility to respond 
to future changes in circumstances in a timely way is 
important for planning, yes. 

Q. In light of what you need as a 
Planner to do your job well, what conditions do you 
believe this Board should put on any approvals given to 
you in order to circumscribe your actions in the 
future? 

THE CHAIRMAN: Orders to what, to 
circumscribe, is that what you said? 

MR. SHEPHERD: Yes, conditions to 
circumscribe their actions in the future. 

THE. CHAIRMAN: You mean to reduce their 
flexibility? 

MR. SHEPHERD: Yes. 

MR. SNELSON: I don't think that's an 
appropriate subject for me to comment on. This Board 
will put on whatever terms and conditions it decides. 

MR. SHEPHERD: Mr. Chairman, we have a 
problem here. Clearly one of the issues before this 
Board is what conditions this Board might consider 
putting, whether they circumscribe or not. I don't 
think anybody disputes that that is a live issue here. 


I think it's also clear that this Board 
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can only act on the evidence before it and not on 
anything else. 

THE CHAIRMAN: I'm not sure about that. 
Go ahead, Mr. Shepherd. 

MR. SHEPHERD: And so I'm concluding from 
that that it wouldn't be appropriate for this Board to 
impose conditions, except where those conditions were 
based on the evidence. 

And I know that the intervenors will be 
presenting evidence on conditions that should be 
imposed, and I believe it's only fair that Hydro also 
put forth evidence on what conditions it believes are 
appropriate. And the reason why I think this is 
important. If it believes no conditions are 
appropriate, then I think it's quite fair for Hydro's 
witnesses to so state. 

If it doesn't, I wouldn't expect to be in 
a situation when we get to their reply evidence to have 
their witnesses come in saying: Here are a whole list 
of conditions that rs believe as planners are 
appropriate given the evidence we have heard. 

I think that if they have conditions that 
they think are appropriate as planners, we should be 
entitled to hear them now and answer them. That is how 


this process has been working. 
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Furthermore, I would not think it 
appropriate for Mr. Howard and Mr. Campbell, when they 
are writing their submissions to say: This is what is 
right for planning purposes if there's no planning 
evidence on conditions. 

They can well make legal submissions and 
they can well make submissions on the evidence that is 
before you, but I wouldn't think it would be 
appropriate to say: Well, here's what's rightatoc 
planning purposes, as I wouldn't think it would be 
appropriate for me to say: This is what you should do 
because it's good planning, unless there's evidence on 
the record to say that. 

And so I'm really asking this witnesses 
to disclose their case on conditions now and not later. 

THE CHAIRMAN: I'm not quite sure what 
you mean by evidence. A great proportion of the 
material that's here is opinion, a great number of 
considerations are policy considerations. 

This is not a trial in the traditional 
sense, we don't decide the case Solely on the weight of 
evidence, there's a great number of variable things and 
policies and opinion that we are going to have to deal 
with, and terms and conditions are certainly one of the 


things that we are going to have to think about. I 
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quite agree with that. 

MR. SHEPHERD: So what I would like to do 
here, Mr. Chairman, is explore with Mr. Snelson the 
various categories of conditions to get a sense as to 
whether they would be appropriate in his implementing 
of plans. 

E28 20/ep omic 

THE CHAIRMAN: Well, if you can put 
forward to him specific conditions that you are 
thinking of and ask his opinion on them, you can 
certainly do that. 

MR. SHEPHERD: Thank you. 

Q. Mr. Snelson, do you think it's 
appropriate to have financial conditions? For example, 
would it be appropriate for this Board to consider 
conditions that limit your generation choices where 
your debt ratio or your net impact income would be 
impacted in predetermined ways? 

MR. B. CAMPBELL: Just hold it. Could I 
think about this for just a minute. 

Mr. Chairman, I have a concern about 
questions that are particularly directed at a view of a 
condition and a question that frames the view of that 
condition in a sense, "Do you think it's appropriate 


for the Board to do this and that." In my submission 


Farr & Associates Reporting, Inc. 


Shalaby,Snelson,Tennyson, 27864 
Long, Dalziel,Howes 
cr ex (Shepherd) 


that is a conclusion to be drawn from the evidence. If 
my friend wants to pose a question, "Would it unduly 
restrict your planning if this kind of rule was applied 
Or your planning would be enhanced if that kind of rule 
was applied," then I think that is an appropriate 
question for the panel. 

In my submission what terms and 
conditions in these hearings have always been are a 
party's conclusions that they urge upon the Board where 
they urge a set of terms and conditions, they urge them 
on the Board as that party's position based on the 
evidence. And I don't think it's fair to put the 
witnesses in a position to have it dealt with on the 
basis of, "Do you think it is appropriate for the Board 
to do this and that." At the end of the day that will 
be the basis of submissions of all of the parties. 

I think the effect of a certain dobe oach 
to planning, that obviously is relevant for 
exploration. But in my submission, it's a little 
unfair to the witnesses to put it on that basis, and it 
certainly could not be said on the basis of these being 
produced one day at the hearing and the panel's 
response that in the end of the day would be the 
position that Ontario Hydro would argue on that matter. 


It may well take, after hearing all of the evidence, 
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quite a different position. 

Now, I want to deal with the specific 
questions. My friend dealt with a whole lot of other 
things about what is appropriate and what is not 
appropriate in reply, and so on. I am not going to 
touch those. We will deal with those at an appropriate 
time and I don't think this is it. But I do take 
objection to questions of that type. 

MR. SHEPHERD: Mr. Chairman, the 
open-ended nature of my question was only designed to 
shorten this series of questions. I am happy to make 
the questions very specific if it's preferred, but it 
just takes a lot longer. I was hoping to give the 
witness an opportunity to tell us what he knows, what 
he thinks is appropriate. 

---Off the record discussion. 

MS. PATTERSON: Mr. Shepherd, we were 
just talking about the fact that we haven't had other 
cross-examiners asking questions about conditions, and 
I know that in many of the Board's hearings there is a 
lot of evidence on the appropriateness of specific 
conditions. I am just wondering whether we could defer 
this and somehow deal with conditions by all the 
parties in a more organized way. 


MR. SHEPHERD: I just have to think about 
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that for a second. 

In principle, of course, I would say that 
that's a very rational way of dealing with it. 

I guess my concern is that we Clearly 
distinguish between expert evidence on conditions and 
Opinions and submissions of parties on conditions. And 
with respect to the latter, I think you are absolutely 
correct, there must be some sort of process. “In fact, 
I suspect there will be some sort of negotiation 
Process and consensus developed around some conditions. 

I guess I am concerned that we not walk 


away from the opportunity to get the experts in 


planning to tell us what conditions are appropriate and 


how they would affect them, because I think that's 
extremely relevant to what Sohdulisions you ultimately 
impose. 

THE CHAIRMAN: The witnesses here have 
answered that in some ways. They have said in general 
terms that if conditions are imposed they will live 
with them and work around Bret So that any reasonably 
contemplated condition, they probably would say they 
could live with. But they would have to make some 
adjustments to conform to that. That's been their 
evidence to date, as I understand it when they have 


been asked general questions of that nature. 
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I think, if I heard Mr. Campbell 
correctly, I think he is quite prepared to let you put 
to them a condition and say how would that impinge on 
your planning process, he is content to let you do 
that. So if you want to frame your questions in that 
way you can do that. 

But I think it is invidious to ask these 
witnesses to suggest conditions that they would support 
or deal with, that I think is perhaps not a good way of 
doing it. 

MR. SHEPHERD: In light of that, Mr. 
Chairman, perhaps in the interests of efficiency, and 
obviously subject to your approval, would it be 
appropriate for us to provide to these witnesses a list 
in writing of conditions, possible conditions, and ask 
for their comments on them, rather than going through 
them at length? 

THE CHAIRMAN: To the extent that they 
would feel that that would impinge on their planning 
process. 

MR. SHEPHERD: Yes, indeed. 

THE CHAIRMAN: How those conditions would 
impinge on their planning process. 

MR. SHEPHERD: I guess I would be asking 


them, what impact would this condition have on what you 
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do, for all of them, ask them to describe the impact. 

THE CHAIRMAN: I am right, Mr. Campbell, 
you have no objection to questions framed in that 
fashion? 

MR. B. CAMPBELL: I don't think so,Mr. 
Chairman. 

I will tell you that my exerienca in 
this matter, I have been through a number of hearings 
where terms and conditions have both been dealt with 
generally in a hearing and through a negotiation or 
discussion amongst the parties basis. And certainly my 
experience is that it is very helpful when parties who 
believe that terms and conditions should be put on an 
approval come forward and actually -- for us in this 
case, for instance, it would be the first time we had 
any indication in very specific terms of exactly what 
parties were going to be asked to do, that would be 
very helpful. And I am speaking, of course, ina 
comprehensive way. 

It has worked I think reasonably 
successfully in other processes, although there have 
been a few fits and starts along the way. It has 
worked reasonably successfully other processes where 
that's approached in an Organized way where parties 


bring forward suggestions as to terms and conditions 
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and the proponent: responds to those, and May be quite 
willing to accept some or provide concerns with respect 
to others. 

I think experience has shown that that 
does not work well through witness panels because 
obviously there may be some terms and conditions that 
there has to be fairly wide consultation in order to 
get instructions on what position to take ona 
particular matter. 

But I don't think Ontario Hydro has any 
objection in principle to entering into that kind of 
process. I would be hopeful that it would happen not 
just with one intervenor but with all intervenors who 
intended to put forward a comprehensive set of proposed 
terms and conditions. 

This kind of process has worked well 
before and I think it could well here. But I think 
doing it through a witness panel is exactly the worst 
way. I don't think Ontario Hydro would have any 
objection in principle to using the other kinds of 
mechanisms that have typically been used in this 
circumstance. 

MS. PATTERSON: What is your comment on 
Mr. Shepherd's distinction between submissions on 


conditions and evidence on conditions? Do you think 
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that we could deal with conditions in a less formal way 
in terms of evidence? 

MR. B. CAMPBELL: I make a distinction 
between a proposed term and condition which is 
something that a particular party is asking the Board 
to order and the evidence which supports or provides a 
rationale for the request for that term and condition. 
So that to me, and I think this has generally been the 
case, that terms and conditions are looked at from a 
view, are they consistent with the evidence. 

There has been some concern from time to 
time, for instance, raised by boards where even if 
there is all-party agreement on a particular term and 
condition, the board wants itself to be satisfied that 
there is sufficient evidence on the record to support 
that term and condition, that it isn't something that 
they are just being asked to stamp in a vacuum. 

But I think when it comes to particular 
ideas or methods of dealing with something, I think 
that what one should do in those circumstances is 
obtain either through cross-examination or through some 
kind of a process, and it has been done both ways, the 
views in the one case of a witness panel, and in the 
other case I guess the position of the party on the 


practicality of a particular term and condition, and 
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that provides, one way or the other either through 
directly before the board or through filings that come 
in after these kind of discussions, provides the board 
with a rationale and supporting evidence for a 
particular term and condition. 

I mean, it's clear that some of the 
cross-examinations that you have seen are exploring 
different approaches to doing things, and I have been 
assuming that that will eventually lead to a suggestion 
of a term and condition, unless as I would suggest is 
the case in most circumstances, the witnesses have 
brilliantly pointed out why nothing is required in that 
area. But that is a matter for argument at the end of 
the day obviously. 

But I have no objection to questions that 
explore different approaches to planning, and so on. I 
mean, the witnesses have to be prepared to deal with 
that. But I think it is based on that evidence then, a 
particular term and condition is put forward and 
recommended to the board as a position of a party, and 
that's sort of the distinction that) I-make: 

THE CHAIRMAN: As a matter of fact, 
throughout Mr. Shepherd's cross-examination he said to 
them many times, what if this Board did this or the 


other thing and they have answered those questions, 
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there has been no objections to that. I take it you 
don't mind him continuing doing that if it's useful. 

MR. B. CAMPBELL: I don't think so, if 
it's useful. 

I get concerned when it comes down to a 
particular discussion of terms and conditions per se, 
as opposed to which, in my vernacular in any event, is 
at the end of the day a recommendation to this Board to 
impose a certain very specific -- and I will tell you 
from being involved in these negotiations, that every 
word is parsed. These things are important because at 
the end of the day they have Significant legal import 
for the proponent. 

I think that's an important distinction 
that maybe proponents worry about more than others, but 
we certainly do worry about that. 

I have no objection to questions that say 
if one took this approach or if the Board was persuaded 
to take that approach, will that help you, will that 
make your life more difficult, will it help make better 
decisions. 

I think within the confines of what I 
consider relevant to the hearing, I don't take any 
objection to that kind of exploration, and I think we 


have seen it under a variety of different ways, this 
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just happens to be, in some respects, a different way 
of doing it. 

THE CHAIRMAN: All right. Perhaps we can 
just go question by question and if the questions 
concern you, you can let us know. 

MR. B. CAMPBELL: That will be fine, Mr. 
Chairman. 

I think in fairness, what I don't think 
is fair is kind of an open-ended invitation to what 
kinds of terms and conditions do you think are sensible 
and what aren't.- I don't think that is a fair 
question. 

THE CHAIRMAN: Okay. 

MR. SHEPHERD: Mr. Chairman, what I would 
like to do, if it's agreeable to the Board, is hold off 
on these questions, and over the course of the next 
couple of days speak to Mr. Campbell and see if we can 
arrange a way of getting this evidence in that doesn't 
involve taking several hours of the Board's time going 
through interminable possible conditions, subject of 
course to I would request leave from the Board to come 
back and cross-examine on these ieaded if we can't make 
arrangements with Hydro for an appropriate solution. 
T£*that’s acceptable tothe Board, I Swilivgo “on ‘to ‘ny 


next subject. 
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THE CHAIRMAN: Well, I think if you have 
got specific questions to ask them that we have been 
talking about, you can go ahead and do that now. There 
is no impediment to doing that. Certainly I won't 
discourage you from digenesina those matters with Mr. 
Campbell, but again, whether or not you can come back 
to the Board will be a matter we will have to consider 
in the context the circumstances then are. 

MS. PATTERSON: One of the circumstances 
I think would be whether you could ask them in writing. 

MR. SHEPHERD: That's what I am going to 
Propose to Mr. Campbell, is that we arrange something 
in writing that saves several hours of the Board's 
time. I want to have some sort of confidence that if 
we can't make an arrangement, that I can get them on 
the record somehow. That's all I am Saying. 

MR. B. CAMPBELL: I am prepared to give a 
pretty open-ended undertaking, that if people provide 
us with what they are seriously putting forward as 
proposed terms and conditions that they intend to have 
a case to support and, all other things being equal, 
argue that you should adopt at the end of the day, then 
Ontario Hydro will put in writing its position with 
respect to those terms and conditions and the rationale 


for that. That's inevitably what is involved in the 
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kinds of terms and conditions as they happen. 

But I am very reluctant to give any 
open-ended commitment to. then bring back the panel to 
somehow be subject to further cross-examination. 

I think the process is really quite 
distinct and if nyhaetend wants to ask questions of 
this panel, then now is the time. 

---Off the record discussion. 

THE CHAIRMAN: Go ahead, Mr. Shepherd. 

MR. SHEPHERD: Does that mean, Mr. 
Chairman, I have to ask the questions now or I forever 
lose the opportunity? 

THE CHAIRMAN: I don't think forever lose 
it, but I have to reserve our discretion that we have 
to consider the request to reopen cross-examinations in 
the context at that time. I am not prepared to give 
you an assurance right now that you will get that 
opportunity. 

24 20s oo] 

I'm not saying you won't, I'm just saying 
I'm not going to give you an assurance that you will. 

MR. SHEPHERD: Excuse me just a second, 
Mr. Chairman. 

Mr. Chairman, we are, of course, in the 


Board's hands. I will move along to the next subject 
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area. 

Q. Mr. Snelson, as a planner you have 
testified that you believe the shelf life of the 
approvals you are seeking in this hearing, including 
whatever comments the Board makes on your overall plan, 
presumably is three to 10 years; is that right? 

Isn't that your testimony? 

MR. SNELSON: A. No, I don't believe 
that I have expressed an explicit view as to the shelf 
life of approvals. 

Q. Okay. Well then, will you tell us 
what you think the appropriate shelf life is for the 
approvals being sought by Ontario Hydro in this 
hearing? 

A. sl edoneeknow woul &. could depend upon 
the circumstances. 

Q. If this Board imposed a condition on 
you that your approvals had a sunset, if you like, if 
not implemented in five years they were gone, do you 
believe that would be sufficient time to implement or 
have to come back to get them again? 

A. I would need to know what the 
definition was of implement. 

Q. Get your site-specific approval, I 


guess. 
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A. And can you just repeat the question. 
I want to be sure I have got it clear in my mind. 

Q. Okay. If you have not achieved that 
milestone within five years of this Board's decision, 
your approval is no longer valid. 

A. And that's a statement. What is the 
question in regard to that? 

Q. The question is: What is the impact 
of such a condition on your future actions? 

A. Presumably, if we were to be in the 
Situation where we hadn't implemented it within that 
time period, then we would have to seek an approval 
again. 

Q. No, but that's not what I'm asking. 
I'm asking, does that unduly limit your flexibility, 
does that give you enough flexibility? 

A. It would limit our flexibility, 
whether that's undue or not would depend on the balance 
of circumstances. 

Q. You will agree; will you not, that 
five years from the end of this hearing the 
circumstances could be dramatically different from what 
they are at the end of this hearing? 

A. Circumstances can change 


significantly in five years. 
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Q. And you would agree, I think you 
agreed yesterday in fact, in a five-year period an 
approval granted in 1994, for example, might no longer 
be an appropriate approval five years later: is that 
correct? 

A. I don't recall having said that. 

Q. Well, okay. But I thought you had. 
Would you tell us now, is that possible? 

A. I have pointed out that over a period 
of time - this comes back to shelf life - I have 
pointed out that over a period of time there May be 
more difficulty in exercising an approval because of a 
perception that conditions have changed since the 
approval was granted. 

And so that's the process perhaps by 
which approvals in some way become less useful over a 
period of time because of changes. 

Q. I'm just trying to explore how much 
time you need in order to have sufficient flexibility 
to do your job well. I'm asking: Is five years 
enough, would four years be enough, or two years to 
implement? 

A. Well, some matters are not within our 
control. For instance, the site-specific environmental 


assessment process and the processes we go through to 
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get site-specific environmental assessment can take a 
short while, they can take a long while. 

The site-specific environmental 
assessment of Little Jackfish was, I believe, submitted 
in 1989, if my recollection is correct, and we haven't 
as yet received the government review of that 
environmental assessment, never mind had a decision as 
to whether that will require a public hearing or not. 

So, I mean, these processes can be spread 
over quite a long period of time. 

Q. I understand that. But you will 
agree; won't you, that there's a balance that has to be 
drawn between how much freedom you have to decide 
things in the future in your own discretion and the 
potential change in circumstances as you get farther 
out in the future, the potential that the approvals 
would be less and less appropriate or, indeed, more and 
more appropriate? | 

A. We did discuss that yesterday, and I 
believe the discussion was on the transcript pages 
around page 27722 and following, in which the question 
was related to: Should the planning decisions be 
reopened from time to time because of the possibility 
of changes in circumstances, and I see it as exactly 


the same issue that you are raising now. 
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And my discussion at that time was along 
the lines of: As a planner, we want the flexibility to 
be able to make planning decisions, but we also 
recognize that our decisions have to be publicly 
acceptable and that also has implications. 

And I don't think I can go much beyond 
what we discussed at that time. 

Q. I guess I'm being quite a bit more 
specific today, Mr. Snelson. I'm trying to get a sense 
from you as to where that balance point in time is or 
maybe it's not in time, maybe that's simply 
inappropriate altogether. 

I make the assumption that you are not 
asking this Board to give you an open-ended indefinite 
approval to do anything 100 years in the future, so we 
are really talking about how far ahead should you be 
entitled, toligo.- 

And in order to make that assessment, one 
of the things we have to know is how much do you 
absolutely need in terms of time freedom as a planner 
to do your job properly? 

THE CHAIRMAN: And you are focussing this 
on the hydraulic approvals; is that.. 

MR. SHEPHERD: I'm asking about approvals 


generally, although the hydraulic are a good example. 
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THE CHAIRMAN: Surely it must vary from 
approval to approval. Each approval has its own 
characteristics which would have different 
considerations. 

MR. SHEPHERD: Well, that might well in 
fact be what the witness tells us. That would be great 
to know that. 

THE CHAIRMAN: Well, for instance, if 
there was a nuclear - there's no nuclear approval asked 
for - but if there was a nuclear approval asked for and 
a CTU approval asked for, there would be different time 
considerations, I would expect. 

MR. SHEPHERD: That would be my 
assumption but, unfortunately, my opinion doesn't 
Matter, only Mr. Snelson's does, well and yours, of 
course, much more. 

MR. B. CAMPBELL: Well, Mr. Chairman, 
this I think illustrates exactly the kind of problem 
that I demonstrated before, where Ontario Hydro has 
taken a position on what it sees as a reasonable 
balance in defining its approvals and that was five 
years -- filing an EA five years from the Board's 
decision. 

Now, that position I think I have 


enunciated many, many times as being Ontario Hydro's 
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position on that matter, and the witness has spoken 
time and time again to the kind of balances that are 
brought into that. 

And I'm not sure what more my friend 
wants here. We have a position on it, the evidence is 
what the evidence is. 

MR. SHEPHERD: Okay. I have gone as far 
as I can on that. I will come at it a different way of 
course. 

Q. Mr. Snelson, I'll put to you two 
possible conditions. Condition No. 1 for simpli Gity=is 
that with respect to all hydraulic, for example, you 
have four years to meet your site approval milestone, 
if you haven't, your approval is gone. 

Condition No. 2 is your plan must be 
approved by an independent regulatory process and 
updated every two years and, as LONG vas te ic7a1c 
continues to be valid and as soon as it isn't, it 
ceases to be valid as approvals. 

Which condition is better for you aS a 
planner? 

THE CHAIRMAN: Well, I think you can ask 
him what the impact of each condition is on him and I 
think you will have to take your “own. "== 21) don itethink 


you can ask a witness to state a preference. 
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MR. SHEPHERD: Okay. 

Q. Can you compare and contrast the 
impacts of those two on you as a planner? 

MR. SNELSON: A. I'm not sure how to 
compare and contrast them. Clearly the likely impact 
of a condition that we have to seek -- there's a time 
limited approval for the hydroelectric approval that 
raises the possibility that, if for some reason, that 
we can't get the site approval within that time period 
or choose not to get the site approval within that time 
period, that we would have to come through some other 
method of approving the requirement and rationale when 
that plant was eventually needed, if it was needed. 

Q. And the other option, is sort of a 
rolling update of your plans - not a revisiting of this 
hearing, God forbid - but rather just a rolling update, 
some sort of ongoing process. 

A. I would refer you to pages 20 and 21 
of Exhibit 452, and I-don'’t think this is particularly 
concerned with the review of any decisions that might 
be made by this Board. 

At the very topy of, page 21), thes farst 
sentence talks about, and I'll read it: 

In contrast, planning around the 


median tends to be associated with 
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reliance on relatively frequent decisions 

(e.g., every three years) and relatively 

small supply adjustments in terms of 

megawatts, reflecting a regularly updated 
long-term output. Therefore, if the 
planning around the median approach is 
adopted, it's important that public 
review and approval processes be in place 
that are compatible with this 

requirement for more frequent decisions. 

And I think from those statements you can 
judge that Ontario Hydro is looking for better ways of 
reviewing planning decisions and ways that are 
consistent with the need to make relatively frequent 
decisions and have those decisions made on an 
incremental basis from one decision to the next, rather 
than having a process like a Royal Commission on 
electric power planning at one time and then ten years 
later a rather large review of everything else, 
everything that's in planning such as this one. 

And so we are looking for better ways of 
obtaining the public acceptance and approval of our 
plans. 

Q. As a planners you look at approvals 


Processes as one of the issues you have to deal with; 
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right, it's one of the issues that concerns you? 

A. It's certainly an issue that concerns 
us, yes. 

Q. And you presumably look at other 
approval process models in other jurisdictions to see 


what they are like, what ideas they have, whether they 


look like they would be good things, from your point of 


view, in Ontario. Is that one of the things you do? 

A. I haven't personally been involved in 
a thorough review of other jurisdictions' approval 
processes. 

Q. Okay. Well, let me broaden the 
question. Is that something Ontario Hydro does to your 
knowledge? 

A. I believe that Ontario Hydro keeps 
itself acquainted with a variety of aspects of how 
things are managed in the electric utility industry and 
this is one aspect that there would be some interest in 
and would be looked at from time to time. 

Q. Well, I take it that your roeteace 
of approval processes in other jurisdictions is 
insufficient for me to ask what you think a particular 
approval process would mean in terms of you in Ontario? 

Is that fair, or are there some you do 


know well enough we could talk about? 
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A. Well, certainly my knowledge of other 
jurisdictions is somewhat limited and, of course, the 
processes for each jurisdiction tend to be designed 
around the circumstances of laws and corporate 
structures and structures of the industry and so on in 
those jurisdictions. 

Q. Okay. 

MR. SHEPHERD: Mr. Chairman, I'm moving 
on to a new topic area, so this may be an appropriate 
time for lunch. 

THE CHAIRMAN: Adjourn until 2:30. 

THE REGISTRAR: Please come to order. 
This hearing will adjourn until 2:30. 

---Luncheon recess at 1:00 p.m. 
~--On resuming at? 2:30) p.m. 

THE REGISTRAR: This hearing is again in 
session. Please he be seated. 

THE CHAIRMAN: Mr. Campbell? 

MR. B. CAMPBELL: Mr. Chairman, I am 
advised by Dr. Long that he has a correction to make to 
Something that he said this morning. It's over to him, 
with your permission. 

DR. LONG: Yes, Mr. Chairman, this is 
with respect to the conversation I was having with Mr. 


Shepherd on the impact of Darlington on the 1993 rate 
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increase. 

Over the lunch I have had a chance to 
review some of the material filed with the OEB, 
including the exhibit that Mr. Shepherd referred to, 
and that material shows that the impact of Darlington 
on 1993 rate increase is estimated about 6.4 per cent 
and that is indeed about 75 per cent, three-quarters of 
the proposed rate increase of 8.6 per cent. 

In answer to that specific question, I 
said no and I wish to correct that. 

THE CHAIRMAN: Okay, thank you. 

MR. SHEPHERD: Thank you, Mr. Chairman, 
Following along on that, and I didn't know that this 
correction was going to happen, I have provided to Mr. 
Lucas and to the witnesses and to Hydro an exhibit 
which is Ontario Hydro's analysis of the impact of 
Darlington on 1993 rates which I would like to file. 
It's a one-page analysis. 

THE REGISTRAR: No. 704, Mr. Chairman. 

THE CHAIRMAN: Thank you. 

---EXHIBIT NO. 704: Ontario Hydro's analysis of the 
impact of Darlington on 1993 rates. 

MR. SHEPHERD: Q. I guess, Dr. Long, I 
will just ask you to look at this exhibit and confirm 


to me that this is an analysis by Ontario Hydro of the 
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impact of Darlington on 1993 rates. 

DR. LONG: A. On the impact on the 1993 
rate increase, yes. 

Q. Thank you, very much. 

MR. SHEPHERD: Mr. Chairman, a time 
update, I am still aiming for the afternoon break but 
that will require breakneck speed. I hope to be able 
to achieve it, but I am not making any guarantees. I 
have two areas left to have deal with. The first is 
the recommendations of the Select Committee on Energy, 
on the draft demand/supply planning strategy, and I am 
assisted in this area by Mr. Passmore who was the 
technical advisor to that committee during this period. 

Q. Now, Mr. Snelson, the draft 
demand/supply planning strategy was subjected to two 
formal external reviews, was it not, by the Select 
Committee on Energy and the Electricity Planning 
Technical Advisory Panel? 

MR. SNELSON: A. It was also reviewed, I 
understand, by a committee of government ministries, 
Ontario provincial government ministries. 

Q. Of course, that's Bight. 

And in fact what was reviewed was the 
draft; correct? 


A. That is correct. 
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Q. And as a result of the comments, the 
recommendations of the Select Committee and EPTAP, 
EPTAP being the Electricity Planning Technical Advisory 
Panel, Ontario Hydro made a number of changes to the 
strategy; correct? 

A. Ontario Hydro made a number of 
changes to the strategy, and we specifically identified 
our responses to the recommendations of the Select 
Committee. 

Quy Wes. “"So--you didn’t do a’ specific 
response document for EPTAP, did you? 

A. No. 

Q. And the changes to the strategy that 
you included, which I will discuss a few of them in a 
minute, but you are also proceeding to implement those 
changes; is that correct, in your actual creation of 
plans and implementation of plans? 

A. We included those changes in the 
strategy that was approved by our board of directors in 
early 1989, and that's part of the strategy that we use 
in the planning. 

QOvmOkayes S1sWitefaliretorsay that ‘the 
recommendations of an independent review such as the 
Select Committee or EPTAP, carry more weight in your 


development of strategy then, for example, internal 
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reviews? Is it fair to say that their independence 
causes them to have a significant weight relative to 
internal reviews? 

A. I think they have a different kind of 
importance. 

Q. Could you characterize that 
difference? I am not trying to put you on the spot, I 
am just trying to get a sense, that's all. 

A. I think we place quite a high degree 
of importance on the Select Committee recommendations 
because the Select Committee had in front of it the 
reports of the Electrical Technical Advisory Panel, the 
EPTAP that you referred to, they had in front of them 
the report of the government ministries that I referred 
to, and they also had Ontario Hydro witnesses who came 
in front of them for discussion of the strategy and 
many other people who presented their views to the 
Select Committee both in person and in writing. So 
they brought together a very large amount of 
information from outside of the Organization. 

Q. The EPTAP review and the Select 
Committee review had different purposes, did they not? 
The EPTAP review being a technical review and the 
Select Committee review being a more policy-oriented 


review? 
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A. The EPTAP review I believe was set up 
by the Ministry of Energy with a view to providing that 
input to the Select Committee. 

Q. A technical input? 

A. A technical input, yes. 

Q. Okay. So let's start with the Select 
Committee's report which is Exhibit 71, which I had 
right here. 

Now, I am going to ask you sequentially 
about their recommendations which are summarized on 
page I, which is about seven or eight pages in this 
document, a page entitled Summary of Recommendations. 

I am going to go through them one at a time, although 
obviously there are nae of them that are not 
recommendations to Ontario Hydro, so we can skip those. 

Do you have that, Mr. Snelson? 

MR. SNELSON: A. This is page I of 
Exhibit 71? 

Q. Correct. 

Bs YYes. 

Q. So the first of the recommendations 
that they provided was, I am not going to read it, but 
as I understand what happened you responded to that by 
completely replacing the first of your five basic 


thrusts with a wording very similar to that in the 
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recommendation; correct? 

A. You have, if you wish to do it, when 
you go into -- Exhibit 73 is the Ontario Hydro's 
official responses to the Select Committee 
recommendations, and it's -- 

THE CHAIRMAN: Did you say 73? 

MR. SNELSON: Exhibit 73, which is system 
planning report, 666 CSP, Draft Demand/Supply Planning 
Strategy Review. And part F of that document is the 
response to the Select Committee report and 
recommendations. And that specifically goes through 
Ontario Hydro's response to each and every one, I 
believe, of the Select Committee recommendations. 

THE CHAIRMAN: I guess we will all know 
that this process took place. I am just really trying 
to get a focus on what the purpose of going through 
these would be. 

Obviously some were changed, some were 
changed a bit, some may have been changed 
substantially, some may not have been changed at all, I 
don't know, I haven't had a chance to study it.s tl But 
what is the significance of that for our purposes? 

MR. SHEPHERD: I guess there are a number 
of things that create Significance, obviously the views 


of a government committee after hearing evidence, and 
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indeed a technical panel after considering the draft 
DSPS, which views are contained in exhibits filed by 
the Ontario Hydro, could be matters to be considered by 
this Board in determining what sort of recommendations 
and conditions and decisions it would mel that is the 
first thing. 

The second thing is at some point this 
Board will be faced with decisions with respect to 
whether to recommend certain things or make them 
conditions, or somewhere in between perhaps, part and 
part, and that those decisions may be influenced by the 
extent to which Ontario Hydro has responded favorably 
to recommendations in the past. 

And thirdly, I guess some of these 
recommendations can be helpful to this Board in the 
context of these witnesses' evidence through 
explanation and analysis of what they mean to Ontario 
Hydro; that is to say how Ontario Hydro interprets 
them, and that sort of thing. 

So I would think that there is at least 
those three reasons. 

THE CHAIRMAN: Now Exhibits 74, 73, and 
71 are all here. We have got them. They are part of 
the evidence in this case. I guess if there are 


specific issues of the kind you have just expounded, 
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perhaps -you should go directly to them rather than take 
us through - I don't mean this pejoratively - the 
semantical exercise of comparing language in one 
document with another document. 

MR. SHEPHERD: That's not my intention, 
Mr. Chairman. My intention is to basically go through 
this and say, did you do this, did you do this, if you 
did, why; if you didn't, why not. 

THE CHAIRMAN: All right. Because, for 
instance, the language, as you have pointed out, the 
language in No. 1 of the recommendations is Similar, 
although not identical, to No. 1 in the priority 
Strategic directions. And it may very well be, 
although I haven't looked it up, that it was somewhat 
have different in the strategy. But I am not terribly 
Sure that there a great significance to that and 
perhaps if there is you might try to address that. 

MR. SHEPHERD: Nor was I going to suggest 
any, Mr. Chairman. That was my only question on No. l, 
you did what they told you to do. 

Q. Let me go on to No. 2. It's the 
recommendation for an environmental audit. Now, as I 
understand it you have not done that although you have 
done some limited environmental audits of aspects of 


Ontario Hydro's operations; is that correct? 
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MS. HOWES: A. That's correct. And I 
think it's fair to say that 3A, the installation of 
scrubbers, there was an EA for the flue gas 
desulphurization process, I think we discussed it 
several days ago, and I think that goes well beyond the 
environmental audit requirement. 

As well, D, refurbishment and 
modernization of older hydraulic stations, I think 
earlier through AECL's cross-examination we looked at a 
number of environmental evaluations that were done of a 
number of upgrades to hydraulic stations. 

Q. Have you done the environmental audit 
that they propose for IGCC? 

A. Certainly it hasn't been done because 
we don't have an IGCC as part of our existing 
generating system. 

If you see, No. 2 suggests that audits 
should be done of the existing generating system. 

Q. No, wait a second. 

The environmental audit should 
investigate - I am reading right here - the feasibility 
of constructing an integrated gasification and 
combined-cycle plant in Ontario. 

So, it's not limited to -- 


A. So it's a modification of 2 as you 
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are suggesting. 

MR. SHALABY: A. 3B. 

07. '3B? 

MS. HOWES: A. Yes, 3B. 

Q. So you haven't done that? 

A. No, not that I am aware of. 

Q. Although one of the plans that you 
have put to this Board includes IGCC in the longer 
term? 

A. I guess I am looking at the 


environmental audit, and there are certain rules and 


requirements for an environmental audit and we have 


note chosen the environmental audit process to evaluate 
an IGCC, but we are familiar generally with che 
environmental implications of a typical IGCC facility, 
we would have to know that in order to develop our 
plan. 

Q. Okay. Similarly No. C, the role of 
natural gas, you haven't done a formal audit but you 
have done a lot of work on the role of natural gas in 
new generation; in fact, you have changed your policies 
in that area; right? 

A. Yes, we have done a lot of work on 
the natural gas use. 


Q. Although I understood from some of 
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your previous evidence, and correct me if I am wrong, 
that much of the reason why you shifted to more natural 
gas in your plan is your changed forecast of gas 
prices; is that correct? 
bZ50epsms ] 

A. I think I can only address the 
environmental implications. 

Q. Fine. 

MR. SNELSON: A. The changed forecasts 
for natural gas prices is a significant factor and I 
referred to that in my evidence. 

Q. Fine. You dealt with D and the EAs 


that are being filed in that respect, or the class EA, 


I guess there is, and there's working being done in 


that area. 
No. E asks you to: 

Investigate research programs or 
measures which may serve to safely extend 
the service lives of existing nuclear 
stations. 

You have no plans to do that at this 
point? 

MS. HOWES: A. No, but I think as you 
stated previously that environmental audits are done 


within Ontario Hydro and I know that there have been 
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saree done on the operational aspects of our nuclear 
stations which I think, in some way, addresses this 
particular point. 

Q. And then, finally, they are asking 
you for a general sort of environmental audit of all 
components of the system. And I take it that you have 
determined that an environmental audit is not the 
appropriate way of dealing with that? 

A. Yes. I would suggest it's not the 
appropriate mechanism. 

Q. Okay. So in these areas where you 
have decided not to do an environmental audit, what is 
it about an environmental audit that makes it 
inappropriate for these sorts of tasks? 

A. I think generally in the examples 
that I have given the environmental assessment approval 
Or process would be a more appropriate way of 
evaluating. 

I would also suggest that it is a much 
broader review than an environmental audit. Obviously 
there are different, I'm going to say, kinds of 
environmental audits ith traditionally, audits look at 
the ability of a company to meet environmental 
regulations and, in my opinion, the audit process may 


not be an appropriate mechanism to look at broader 
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planning issues. 

Q. It's true that an environmental audit 
is a more rigorous review of the environmental 
components of an option or an issue than the sort of 
broader based planning you are doing in this process 
and elsewhere? 

A. I wouldn't say it's more rigorous 
than a site-specific environmental assessment, no. 

Q. No, no, but I'm talking about, for 
example, the work you have done on IGCC and natural gas 
and nuclear and the existing system generally, aside 
from the EAs, I understand they are very rigorous, the 
work you are doing in those other areas is broader but 
less rigorous; right, it includes costs and things like 
that, but it isn't as tight? 

A. No, I would say it's different kinds 
of information. Usually when an environmental audit is 
done, it's looking at a specific station at a specific 
site and actual environmental effects are being 
measured. 

Certainly with respect to the IGCC, 
because we don't have one on our system, we are looking 
at typical values based on the literature, studies and 
review and, yes, they are probably less specific than 


if we had an IGCC on site and we could do an 
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environmental audit of it. 

Q. Okay. Now, Nos. 4 and 5 are 
recommendations to the Ministry of Energy. Presumably 
you can't do anything about those. Item No. 6 is 
interesting, it basically says: 

All new major Ontario Hydro supply 
should be deferred until certain studies 
and research have been done with respect 
to demand management. 

Have those studies and research been 
done? 

MR. B. CAMPBELL: Well, Mr. Chairman, I 
think if you are going to characterize the 
recommendation it should be characterized a little more 
accurately. 

I read it as saying that, no supply 
options should be approved until the Ministry is 
satisfied on certain matters. 

And I would suggest that the question my 
friend asked should properly be directed to the | 
Ministry. 

MR. SHEPHERD: Q. Presumably if you were 
to comply with this recommendation you would have to 
then get some sort of formal comment from the Ministry 


on whether you satisfied it before you decided to go 


Farr & Associates Reporting, Inc. 


24 


25 


Shalaby,Snelson,Tennyson, 27901 
Long,Dalziel,Howes 
cr ex (Shepherd) 


ahead with any major supply; correct? 

MR. SHALABY: A. I think the Ministry of 
Energy is represented here by government counsel and 
others. You can ask them whether they are satisfied or 
not. 

We have received their government review 
of our Demand/Supply Plan and that indicates, to my 
knowledge, a satisfaction that the demand management 
programs we put in the 1989 Plan were ambitious and 
large. Ministry of Energy review indicates that. 

Q. No, no, no, that's not what this says 
though. It says, you should do studies to be satisfied 
that the uncertainties surrounding how much demand 
management can be achieved is reduced. 

A. I would refer to the Ministry of 
Energy review of the Demand/Supply Plan. My 
recollection is there was enough support for Hydro's 
demand management plan that the targets are indeed 
ambitious and large. 

Now, the issue of whether the 
uncertainties are being reduced or not, I don't know 
whether that was explicitly addressed. 

Q. Well, you are seeking approvals for 
major Ontario Hydro supply; correct? 


A. Yes. 
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Q. So I presume that either you have 
decided not to comply with the recommendation or you 
believe that the Ministry of Energy is satisfied that 
this work has been done? 

THE CHAIRMAN: No, I think what he said 
was that the Ministry has reviewed the Demand/Supply 
Plan and implicit in that is that any concerns the 
Ministry may have been satisfied, because they have 
reviewed the plan including the demand management 
component of it. 

MR. SHEPHERD: All right. 

THE CHAIRMAN: At least that's what I 
thought his answer was. 

MR. SHEPHERD: Well, we will ask the 
Ministry's witnesses. Maybe that's more appropriate. 
Okay. 

Q. Item 7 dealing with effective 
monitoring, we have heard evidence you have in fact 
done that; right, you are doing that now? 

MR. SHALABY: A. Yes. 

Q. And 8 and 9 are Ministry 
recommendations. 10 is something you are doing in 
fact; correct, developing additional programs to 
improve energy efficiency? 


A. Yes. 
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Q. And 11 is obviously not something 
within your control; correct? 
A. Although Hydro has a role to play in 


regulations and continues to work with the various 


parties to implement regulations. 


Q. Okay. And then 12 says that: 

The Ministry of Energy and Ontario 

Hydro should develop compulsory demand 

management programs, including 

appropriate incentives, for all 

municipal utilities in the province. 

Has any action been taken on that? 

A. I think we interpreted -- we accepted 
the portion of compulsory that is implied in standards, 
a standard becomes a compulsory program, but we did not 
accept compulsory programs outside of standards. 

Q. Okay. As I understand your response 
in Exhibit 73 it is that if compulsory standards are 
going to be set for municipal utilities, the government 
has to do it, it isn't Ontario Hydro's place do it; is 
that ‘correct? 

A. I think the extent of the response is 
Ontario Hydro does not propose to implement compulsory 
programs for demand management. 


Q. Okay. 
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A. And there's a strategy element that 
says: 

Information on demand management 
programs would be exchanged with various 
governments. 

I don't think there's an implication that 
somebody else has to do it. 

Ose fis talks about training, and we have 
heard evidence that you are in fact proceeding in that 
direction; correct? 

A. Yes. 

Q. 14 asks that the government 
strengthen the Non-Utility Generation Advisory Council. 
To your knowledge has that happened? I'm not asking 
whether you did it, obviously it wasn't a 
recommendation to you, but has it happened? 

A. To identify -- I think the 
recommendation is: 

To eliminate barriers to a successful 
independent generation industry in 
Ontario. 

And I would say we have a successful 
independent generation industry in Ontario, due to many 
factors. Whether it is because of that council or 


because of other things. I'm sure it's because of many 
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other things as well. 

Qreghlt cightvier 1S sis “again -a 
recommendation to the government, although I'll come 
back to it later, but I take it it's correct that the 
government has not established a benchmark price for 
independent power to your knowledge? 

A. The government has not. 

Q. And, in fact, what's happened, isn't 
it, is No. 16 which is Ontario Hydro should pay up to 
full avoided cost; correct? That's what you are doing? 

A. I think you brought the point up as 
well that it's a small, less than 5 megawatts in 
hydraulic projects that we indicated a commitment to 
pay up to full avoided costs. 

For larger projects there are 
negotiations and we may pay less than full avoided 
costs. 

Q. Okay. But you are not taking any of 
those right now anyway, so the door is closed for those 
right now; right, so it's not an issue? 

A. For new applications, yes, there are 
some that are being renegotiated. 

Q. But still in 16 this contemplates 
policies, externally imposed policies from the 


government. Now, your avoided cost calculations and 


Farr & Associates Reporting, Inc. 


24 


25) 


Shalaby,Snelson,Tennyson, 27906 
Long, Dalziel,Howes 
cr ex (Shepherd) 


your rate setting based on them, they are not subject 
currently to any government imposed policies; are they? 

A. Not to my knowledge, although there 
is a lot of response to the Non-Utility Generation 
Advisory Council and to the Ministry initiatives, 
Ministry policies that are tabled in this hearing as 
well that Hydro responded to in its non-utility 
generation program. 

Q. Okay. No. 17 is also the government. 
No. 18 is essentially what's already in your DSPS; 
correct? I'm not mincing words, the basic thrust of it 
is already there; is that right? 

A. Yes. 

Q. And No. 19 is part of your specific 
planning strategy? 

A. Yes. 

Q. Now, recommendation 20 is made to the 
government and proposes a systematic analysis of 
economic, environmental and social benefits and costs 
to be carried on outside of Hydro, and on page 23 of 
your responses you said: 

This is not a strategy issue. 
Now, why is that not a strategy issue? 
A. Because we didn't perceive compiling 


information to be a strategy issue. It's something 
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that aids in decision-making and in understanding the 
implications of various decisions. 

MR. SNELSON: A. And anyway it is a 
recommendation to the Ministry of Energy. 

Q. Of course. You will agree that as 
planners you could have included in the planning 
strategy a strategy element, perhaps even one a little 
more important strategy element dealing with the 
quality and sources of the information on which you 
make planning decisions; is that correct? 

MR. SHALABY: A. I-think this is almost 
a given, that one would attempt to seek the highest 
quality information to base decisions on as 
appropriate. 

You know, given time constraints and the 
nature of the decision you get the best data you can, 
the best information you can. 

Q. If you look at page 25, hold your 
spot here in the recommendations, but look at page 25 
of the Select Committee's recommendations. This is 
their commentary on that point, and they say in the 
second paragraph there: | 

The Committee sees an urgent 
need for definitive information in a form 


which can be readily compared to 
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facilitate future review of the power 

planning process. 

Have you made substantial changes to the nature and 
quality of the information you gather since this time? 

MR. SNELSON: A. The eaters Nuclear 
Cost Inquiry and Thermal Cost Review were both major 
efforts to improve the quality of information with 
respect to those particular options. The Ontario 
Nuclear Cost Inquiry was, of course, requested by the 
government and set up under their aegis. 

Q. Is it fair to say that the 
information being provided to this Board by Ontario 
Hydro in this hearing is similar in form, content and 
structure to the information that was provided to the 
Select Committee? 

A. I think the information provided to 
the Select Committee was much less detailed than the 
information provided to this Board. 

Q. Okay. 

MR. SHALABY: A. The information 
provided to this Board, just reading that commentary: 

The Committee sees an urgent need for 
definitive information. 

I think there's an awful lot of 


definitive information being provided here. It's the 
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second part that I'm not sure we have satisfied, ina 
form which can be readily compared. I guess it can be 
compared, but this readily compared is -- I don't know 
what you interpret that to mean. 

Q. Isn't it true that one of the 
problems the Select Committee had was that they felt 
they were constantly - and they expressed this to VOUjFL 
believe - they felt they were constantly comparing 
apples and oranges and it was just very difficult on 
the information you provided to know which was better 
than what. 

Is that the impression you got from your 
dealings with them? 

A. ‘I don'tijrecald .that jexactily, wbutal 
think system planning exercises of comparing operations 
that have different attributes inevitably has that kind 
of problem in it. 

Q. 21 is don't rule out any major 
potential supply options, and I take it you are not? 

A. Yes. 

Owrnz2 says: 

The environmental implications of 
candidate supply options must be a major 
factor in selecting additions to the 


Ontario power system. 
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Now, your response to that on page 24 of 
Exhibit 73 says, partly as a result of that 
recommendation you added strategic principle 1.7 which 
set out your primary criteria including environmental 
requirements. 

So that's your response to their request 
to making environmental implications a major factor in 
your decision-making? 

Avani) Yess 

Q. Okay. Now, to be fair you also added 
the secondary criteria which include environmental 
characteristics; right, so it's more than just 
complying with regulations? 

A. Yes. 

Q. And you also made the change, didn't 
you, from lowest cost to low cost, partly as a result 
of increasing the importance of environmental factors; 
is that correct? 

MR. SNELSON: A. We discussed that 
yesterday, yes. 

Q. And I am just trying to be fair here. 
You have said you have responded only in one way, but 
you have responded in those other ways as well; right? 
[33 LOD. ms 


A. Yes, we responded in those ways in 
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writing the strategy. Of course the real important 
factor is how do we respond in making our plans, and we 
have given a lot information on that. 

Q. Yes indeed, yes indeed. 

In fact, you have agreed that in 
calculating your avoided cost you used the update 
nuclear plan which is the lowest cost of the plans that 
you are considering at the present time; right? 

A. I believe it is slightly lower cost 
than the update fossil plan. 

Q. If you use the enhanced plan, for 
example, is it correct that your avoided costs would be 
around 15 per cent higher? 

A. I certainly don't know that number. 

I don't know whether Mr. Shalaby does. 

Q. Is that a number that's been 
considered or calculated, or is that something that 
would be important to you? 

MR. SHALABY: A. I was reading on the 
next two, so I was in fast-forward here. Can you 
repeat that, please? 

I thought these guys were going to take 
over for me. [Laughter] 

Q. The question is whether the enhanced 


plan in fact would produce avoided costs around 15 per 
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cent higher than the managed surplus nuclear? 

A. Not necessarily. I think the costs 
may be higher but the incremental costs on top that may 
not necessarily be much higher. 

Q. Well, the enhanced plan is about 
4-1/2 per cent more expensive overall than managed 
surplus nuclear; correct? 

A. It's more expensive. I would have 
COm = 

Q. It's something that you could count 
on? 

RX. winataswright. 

Q. And a large part of that is 
expenditures that can't be avoided even today; right? 

A. Yes. 

Q. So, it would stand to reason then 
that on a percentage basis and your avoided costs would 
go up by some factor relative to the incremental 
differences between the two plans; right? 

Aw LE a goody por tion yofusthexcesitsmor ‘a 
portion of the cost is unavoidable, then what is 
avoidable becomes smaller, similar to what it was in 
the other plans. 

Q. If you have a 100 billion and 95 


billion in two plans, the difference is 5 per cent, 
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roughly? 

A. Right. 

Q. If you then say, but 60 billion of 
each can't be avoided today, so now we are comparing 35 
and 40 and the percentage is quite different; right? 
It's no long a 5 per cent difference, it's now a 12 per 
cent or 14 per cent difference? 

A. Okay. 

Q. That would be the type of impact that 
moving to the enhanced plan would have, isn't it true, 
on -~ not exactly but in general that would be the type 
of impact that moving to the enhanced plan would have 
on your avoided cost; isn't that correct? 

A. It's a type of difference it has on 
the average costs. 

If you say now that you built an enhanced 
plan, how much would it cost to produce another 
kilowatthour, now that you have built all the SCRs and 
all the scrubbers and all the effluent treatment plant 


and so on, it may not cost you much more to produce 


that extra kilowatthour now that you have sunk an awful 


lot of capital in there. 
Q. If you did have substantially higher 
avoided costs in that plan, then it's true that you 


would then have more environmentally beneficial options 
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like DSM and NUGs; isn't that right? 
A. Yes. 
Q. So wouldn't you then have to do that 


calculation and feed it back in-- 


A. Yes. 

Q. --to get an internally consistent 
plan? 

A. Yes. 


Q. But you have not do that. 

A. We have not done that. 

And again, based on our experience with 
Plan 22 and Plan 24, for example, in Demand/Supply Plan 
"89, we looked at the avoided costs associated with 
plans other than Plan 15, and we found that the avoided 
costs are not significantly different, enough 
difference to create another demand management 
component or another NUG component. 

So in our experience, variations, even if 
they are different enough from the median that we are 
looking at, or the plan that we are looking at, did not 
generate a totally different demand management 
component. So we carried that kind of conclusion forth 
with the enhanced plan kind of idea. 

Q. So having studied it, just like 


overall plan uncertainty, having studied it in 1989 and 
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finding it didn't have a big impact and decided it 
wasn't necessary to study it again in 1992 with this 
new plan? 

A. I think we decided that it is 
probably not a very major omission to not to do that 
loop closing on the enhanced plan. 

Q. Recommendations 23 and 24 of the 
Select Committee are for the Ministry of the Energy, 
and so I don't need to ask you about that. 

Recommendation 25 says you should give a 
high priority to reducing uncertainty in your 
forecasting, and you have tried to take some steps in 
that area, as I understand. 

A. We have. 

Ov Your first'-crack at it, which’ we 
heard in Panel 1, turned out to be problematic because 
of an error in methodology; isn't that right? 

A. The columnists call it The Modified 
Methodology. [Laughter] 

Q. And as a result, the estimates that 
you are presenting to this Board today have no less 
uncertainty than the estimates two or three years ago; 
right. Roughly same bandwidth? 

A. No, I indicated the bandwidth is a 


little wider than 1989. 
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Now, there are two aspects to reducing 
uncertainty, one is improving methodologies, and the 
other one we can do very little about, and that is the 
world is uncertain. It's beyond Hydro's capability to 
reduce the uncertainty out in the actual events that we 
will be meeting. 

The best we could do is improve our 
methodologies and that we have endeavoured to do. 

Q. Okay. Recommendation 26 deals with 
natural gas and we talked about that already. 

Recommendations 27 says, in essence, 
don't buy from your neighbours until everything 
available in Ontario has been selected; right? If I 
-can put it in the vernacular. 

MR. SNELSON: A. No. It does talk about 
utilizing cost-effective indigenous resources and it 
talks about demand management, existing generation, 
private generation and remaining hydraulic. It doesn't 
talk about other options that could be developed in 
Ontario. 

Q. And I take it from your response in 
Exhibit 73 where you said draft strategy Balen ueN Ce 
has been revised to recognize the preference for 
cost-effective indigenous resources of Ontario over 


major firm purchases from neighbouring provinces, that 
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Requested to advise the Minister on 
whether the subject report provides an 
appropriate technical basis for preparing 
plans to meet Ontario's future energy 
needs. 

And I take it from the next paragraph -- 


MR. SNELSON: A. I'm sorry, Mr. 


Shepherd, I am not with you yet. We are shuffling 


paper around here. 


first page of 


-contents. 


of the second 


QO. tam sorry. 
A. What page are you reading from? 
Q. Roman numeral little 5 which is the 


the summary. Right after the table of 


A. Yes. 

Q. I was just reading the last sentence 
paragraph. 

A. Okay. 


Q. Which is the lead-in to the question, 


and the question is: I take it from the next paragraph 


that EPTAP effectively is saying, we can't give you a 


yes or a no answer, Hydro is moving in the right 


Girection but 


this report is only a first step. 


Is that a fair characterization of what 


they have said there? 
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you were agreeing with the Select Committee's. 
recommendation? 

A. Yes, we added those additional words 
to our strategy element. 

Q. But you did proceed with Manitoba 
anyway. That is inconsistent with this recommendation, 
isn't it, the Manitoba Purchase? 

MR. SHALABY: A. I think we spent a lot 
of time explaining how we are maximizing Ontario 
indigenous resources in our plan. I don't see that as 
inconsistent at all. 

Q. Okay. And then the last three 
recommendations are all government things so we don't 
-need to go through them. 

Now, let me turn to the Electricity 
Planning Technical Advisory Panel's recommendations, 
which is Exhibit 68. Unfortunately, I had hoped to 
have Dr. Hamrin here to assist us as she was on that 
panel, but other commitments have prevented that, so 
Mr. Passmore will sit in. 

I am not going to go through every 
recommendation in this one because it's not necessary. 

If you could look at the summary which 
Starts on page, little Roman numeral 5. This panel of 


five experts was, as it says in the second paragraph... 
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A. Can you give me a minute to read it? 

QO. vSures/oSoerry? 

A. And your question was? 

Q. Whether my characterization, that is, 
we can't give you a yes or no answer but Hydro is 
moving in the right direction and this report is the 
firstustepsinithatridirectién,vis va fair 
characterization of their overall conclusion? 

A. I think that their own words are 
probably the best characterization of it. 

Q. All right, a fair answer. 

We talked at some length on Tuesday about 
the difference between the strategy and a plan. I 
-would like you to turn to the top of the next page 
where EPTAP says -- what they are doing, I think, 
here - correct me if I am wrong. -.is highlighting six 
importance areas in their report which then has a lot 
more detail later on. And the first of those areas, 
they say the distinction between a strategy and a plan 
and what each should include and exclude is a matter 
which gave the panel much difficulty as it reviewed 
Hydro's report and supporting material. And it goes on 
to talk about what they think you should do it, better 
defining the events and decision-making steps, more 


disciplined exclusion of certain material, et cetera. 
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Have you taken some action since then to 
better define where the strategy and the plan fit into 
your process and what the difference is between them? 

A. I think that one of the difficulties 
that this particular panel had was that it was 
reviewing the strategy before it could see what sort of 
plan would be developed from the strategy and the 
process of moving from the strategy to the plan. 

I think that we have since 1989 moved 
forward with the finalization of the strategy based on 
the Select Committee recommendations, the development 
of the Demand/Supply Plan based on the strategy, and by 
going through that process it helps to better define 
-it, and of course we have recently had to make some 
updates to that which again illustrates the use of the 
strategy. 

Q. Now, one of the things they say you 
should be doing is better definition of sequential 
events and decision-making steps. Now would we see 
that definition of sequential events and 
decision-making steps somewhere in the materials you 
have eulede berone this Board? 

A. We have filed just recently with the 
Board, for instance, some discussion of the process 


that we went through in preparing the Update Plan, 
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which is perhaps something along these lines. 

Q. Okay, good. 

Perhaps you could turn to page 12, this 
is part of that same discussion but it's easier to deal 
with in the specifics. 

At the top of page 12 they say, the first 
paragraph: 

The power plant is not an end in 
itself and its value does not lie in its 
predictions for the next 10 or 15 years. 
Its significance is as a guide to current 
activity. Consequently, the power plan 
must lead directly and clearly to a plan 
of specific actions in the form of 
programs and projects. This action plan 
identifies the sequence of decisions and 
investments necessary to implement the 
power plan. 

What you have tabled before this Board, 
the Demand/Supply Plan, would you consider that in this 
penta a power plan or an action plan? 

As. InesExhibits3; chapter”’18; "I believe, 
laid out a number of the steps that were necessary for 
the action plan associated with the 1989 Demand/Supply 


Plan as it was then. 
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QO." >So," just’ tomrelate this® tothe DSP, 
is it fair to say that the DSP itself is like a power 
plan and the approvals you are seeking, or your sort of 
5-yeari>— the things you have said you are going to do 
in the next five years are your action plan; is that 
fair? 

A. Certainly with respect to the things 
that require approval. 

Q. Okay. Now, it says the power plan 
must lead directly and clearly to the action plan. 
That sounds like once you have a power plan in place, 
anybody should be able to identify at any given point 
in time what actions you will take based on that power 
-plan. Weettat a fair interpretation of the 
relationship between these two parts of the planning 
process? 

A. Well, we are talking about this 
particular committee's report, and some aspect of this 
might be very nice to have but may not be practical. 
These are very desirable things to have but you can't 
necessarily achieve it. 

Q. Perhaps I should have asked you at 
the outset with respect to this quote I read, the first 
paragraph, whether you agree as a planner with this 


statement? 
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Aspwihere weres alot thingseinathis 
report with regard to planning process that appeared to 
be very nice theoretical things but not necessarily 
things that you could carry through into practice. 

MR. SHEPHERD: Mr. Chairman, obviously my 
time estimate had an asymmetrical distribution and I 
will not be complete by the break in one minute. I do 
anticipate that I have around a half an hour, and it 
may be best, given the fact that I don't know whether 
that half an hour is even reliable, that we take the 
break and come back afterwards. 

THE CHAIRMAN: All right. We will take 
the break for 15 minutes. 

THE REGISTRAR: Please come to order. 
This hearing will recess for 15 minutes. 
ss=ReCcess at. 3250 Dem. 

---On resuming at 3:55 p.m. 

THE REGISTRAR: Please come to order. 
This hearing is again in session. Be seated, please. 

THE CHAIRMAN: Mr. Shepherd. 

MR. SHEPHERD: Thank you, Mr. Chairman. 

Q. Mr. Snelson, we were on page 12 of 
EPTAP and I would like you to turn to the next page. 
This is a schematic prepared by EPTAP of the power 


system planning process. You have seen this before, of 


Farr & Associates Reporting, Inc. 


24 


25 


Shalaby,Snelson,Tennyson, 27924 
Long, Dalziel,Howes 
cr ex (Shepherd) 


course? 

MR. SNELSON: A. Yes, I Saw it back in 
*89 and when it Gas first put out. 

Q. Do you agree that this is a fair 
representation of the process in general? I'm going to 
get to the more detailed one in minute, but I'm asking 
whether, in general, this is appropriate and the way 
you do things in fact? 

A. This isn't the way in which we draw 
the schematic of our planning process. 

Q. Okay. What I'm asking is: Does this 
fairly represent what you do? 

THE CHAIRMAN: Well, I think they have 
“set it out in several documents is what they do and 
their schematic is well established. 

I don't know whether there's a difference 
of any significance between the two, but if there are, 
maybe you could deal with them. 

MR. SHEPHERD: Q. Okay. Well, let me go 
to figure 2 then which is on the next page. Mr. 
Snelson, this is a much more detailed analysis of the 
process of power system planning. And I guess what I 
will ask you is: Are there aspects of this process as 
described here that are not how you do things? 


MR. SNELSON: A. I think this identifies 
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many of the elements of the planning process that we 
have discussed. There are a variety of ways that you 
can draw this particular type of diagram. 

The sort of key factors that you do 
notice are that most of these planning processes have 
to be more or less iterative because things that are 
outputs are also inputs to the process, and we have 
indicated that, for instance, in some of our process 
diagrams. 

Q. You read my mind. It's correct; 
isn't it, that proper power system planning requires 
constant iteration of certain key elements including 


rates, costs, loads and, as a result, the supply 


options and the selection between them; isn't that 


Conurect? 

A. Yes, and we do that. 

Q. Okay. And that's what you did in the 
DSP Update? 

A. Yes. You can think of the DSP Update 
as being the result of some of those iterations. 

Q. Okay. But didn't we hear from Panel 
7, 8 and 9 that once they gave you input into your 
update strategy or your Update plan, they didn't hear 
any more from you. It was linear in that respect; 


wasn't it? 
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MR. SHALABY: A. That's not true. I 
think Panel 8 indicated reassessment of the fuel 
Situation and reassessment of fossil options and so on. 
We showed how the alternative energies, for example, 
are evaluated using the most recent avoided cost in 
Panel 8. 

So I don't think it's a one-off, they 
give you information and never hear from you again, 
that's not what I would characterize Panel 8 testimony 
to be, at least. 

Q. Okay. You don't do things like get 


information from your demand management people on 


programs and policies, design a plan and then feed it 


-back to them to see how it changes their -- feed the 


plan back to them to see how it changes their programs 
and policies; do you? 

MR. SNELSON: A. Yes, we do. 

Q. And did you do that in the DSP 
Update? 

A. We did that for the DSP and DSP 
Update and Mr. Shalaby has discussed the feeding back 
into the demand management plan the avoided costs that 
came out of the update plan and how that remains 
consistent. 


Q. So, in fact, I guess your plan, which 


Farr & Associates Reporting, Inc. 


Shalaby,Snelson,Tennyson, 27927 
Long,Dalziel,Howes 
cr ex (Shepherd) 


Showed a rate impact, results in some changes to their 
inputs? 

A. I think the rate impact is a 
different sort of loop back which occurs on a 
relatively long time scale in that predictions of rates 
are one of the inputs to the load forecasting process. 

And, for instance, in the update plan one 
of the factors depressing load in the short run is the 
higher forecast of the electricity rates that Dr. Long 
has talked about in this panel. 

Q. Well, that deals with natural demand 
Management. What I'm asking about I guess - I assume 


you are dealing with natural demand management - but I 


-assume, correct me if I'm wrong, that higher rates 


should have an impact on demand management programs and 
policy design? 

A. And I think Mr. Shalaby could comment 
on that better than I can. 

MR. SHALABY: A. Higher electricity 
prices make it more attractive to customers to 
implement demand management. 

O- mOkay on ci nwfactivyouydidntitugetwa 
change in this iteration of planning demand management, 
there was no change; right, they gave you input, you 


told them what your plan was, and that was the end of 
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ithe Comectr 

A. No. What happened is that we 
confirmed that the potential is there and the total 
customer cost is justified to implement the demand 
management plan. 

Now, the higher electricity prices makes 
a shift in who takes what portion of the program or to 
what extent Hydro intervention would be required, for 
example. 

It doesn't change the potential and it 
doesn't change the total customer cost, it just makes 
it more appealing or easier for the customer to accept 
because of the economic returns from the customer 
-perspective. 

Q. Doesn't that mean you should get more 
demand management? 

A. It could mean that the penetration 
rates could be higher, it could mean that you can 
achieve the potential sooner, it could mean that, yes. 

Q. But in your iteration process you 
didn't have any of those changes like that, getting 
more or getting it sooner or anything like that in this 
planning cycle; that didn't happen, did it? 

A. I think the focus was on long-term 


targets rather than year by year harnessing of demand 
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Z planning exercise. 
3 Q. And, similarly, with things like load 
4 displacement cogeneration, you didn't do a feedback 
| 5 loop to get a new estimate of load displacement 
| 6 cogeneration based on your new plan; did you? 
| 
| 7 MR. SNELSON: A. Not to my knowledge, 
| 8 though load forecast displacement non-utility 
9 generation is accounted for in the load forecast and I 
10 am not familiar with all of the considerations that 
bd went into that. 
2 Q. Your plan obviously has an impact on 
13 the load forecast; is that correct? 
14 P A. By what mechanism would that happen? 
LS Q. Well, at the very least its cost and, 
16 therefore, rates; is that right? 
17 DR. LONG: A. That iteration, if you 
18 will, was found not to be necessary, and the reason for 
19 that is that prior to the finalization of the Update 
20 two of the major elements in the Update, the revised 
21 demand management and NUG programs, and as part of the 
22 business planning process in the summer the impact of 
as those on financial results, particularly rates, was 
24 being assessed; and so we were able to provide a pretty 
29 good guess of what the rate impact was going to be, and 
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this was used as input to the Update for the long-term 
load forecast later in the year, as well as the retail 
energy price trends report which is widely available. 
Both of those were available I believe in the fall. 

Q. Okay. 

A. And it was found at the end of the 
process that the price that we ended up with was pretty 
close to the one that we input for purposes of that 
process. 

Q. But you did say, Dr. Long, that for 
some of your assessments, for example rate impacts and 
other financial assessments, although you would 
normally do that analysis for median, upper and lower 
-to get a sense of the range you are looking at, in the 
DSP Update process you didn't do that, you only did 
median; right? 

A. That's correct. Although, as I also 
indicated, we have got a lot of experience in assessing 
upper and lower load growth, so we have got a pretty 
good idea of what those impacts would be too. 

Q. Okay. In the case of the Manitoba 
purchase, you just included that in the DSP Update 
without having a new cost effectiveness analysis, in 
fact did it quite a bit later; right? 


MR. SNELSON: A. It was done later. 
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Q. And obviously it hasn't impacted on 
your plan? 

A. That is correct. 

Q. And with life extensions, we heard 
from Panel 8 that a cost effectiveness analysis had not 
been done prior to the plan and it's being done now or 
something's been done since the DSP Update, as I 
understand; is that correct? 

MR. SHALABY: A. That's correct. 

Q. If you could turn to page 13 of the 
EPTAP report, still talking about supply options and 
there's a broad range of supply options of course. The 
panel says in the second paragraph: 

A crucial output of the first 

step in the planning process is the 

development of supply functions or 

curves for all the new resource 
alternatives. 

Now, you don't do that; do you? 

A. We do. 

Q. You do? 

A. Yes. 

Q. I thought your demand management and 
NUG and hydraulic people were asked about those and 


they all said, no, we don't have supply curves; right? 
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A. I know that the NUG exhibits, for 
example, showed the sensitivity of cogeneration 
potential to purchase rate. 

The evidence given by Panel 4, the 
overheads that were presented here, showed the 
potential for demand management as a function of total 
customer cost. 

Q. Okay. 

A. We interpret those to be in the 
format of supply curves that you are talking about. 

Q. Okay. I£ you go to page 15, I think 
figure 3 is not a numbered page, page 15 is after 
figure 3. The panel says at the end of the second 
-paragraph: 

The report does not show how and 

when Hydro's planners are expected to 

apply each of the numerous considerations 

and to deal with the conflicts and 
tradeoffs that are inevitable when so 
many considerations are involved. 

And goes on to say: 

The lack of a clear explanation of 
how Hydro will translate its goal and 
objectives into key resource decisions 


severely limits the usefulness of the 
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Hydro report from a technical standpoint. 

Now, you have not in fact shown this 
Board; have you, how you will in fact apply each of the 
numerous considerations, et cetera, deal with the 
conflict and tradeoffs, you have provided only the 
Criteria but not the process; isn't that right? 

You haven't told us how you are actually 
going to make the decisions? 

MR. SNELSON: A. I believe in putting 
together the plan and describing the plan and all of 
the evidence that we have given is the illustration -- 
is the example of how we are putting this strategy into 
effect and the judgments and decisions and tradeoffs 
-that we have made along the way. 

Q. I£ you look a little lower down, 
EPTAP has a recommendation, it says: 

Panel recommends that when the 

draft Hydro report is revised and 

finalized Hydro identify clearly and 

describe the analytical and 
decision-making steps in its proposed 
power system planning process. 

Now, you didn't. doi that.din the .final 
DSPS; did you? 


A. Well, we are now getting into 
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specific- recommendations of EPTAP and I cannot recall 
precisely how we responded to each of these 
recommendations, but you will find that in the exhibit 
that we were discussing. 

Q. Which exhibit? 

A. Exhibit 73 I believe. 

Q. I thought Exhibit 73 was response to 
the Select Committee. 

THE CHAIRMAN: No, it's got other things 
too. 

MR. SHEPHERD: Does it? 

MR. SNELSON: Exhibit 73 includes 
responses to the Select Committee recommendations, but 
-it also has responses to all of the intervenors that 
presented material to the Select Committee, including 
responses to the EPTAP report and significant comments 
in there, and it's very carefully analyzed through that 
report in which the comments that are made are listed 
by their source, given a number that relates to their 
subject matter, and then that is carried through where 
all the comments received from the various intervenors 
on the same subject matter are brought together, and 
there is a response that is written. 

MR. SHEPHERD: QO. Ali’ right. I 


obviously don't have the whole thing here. However, 
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leaving that aside, it is true the DSPS does not have 
what they recommended that you have; does PE AUD m not 
asking you -- 

MR. SHALABY: A. We presented earlier 
documents that included things like block diagrams that 
show the planning process as well as we could describe 
it at the time, and Exhibit 3 has block diagrams as 
well that were presented here in direct evidence as 
well. 

So there have been block diagrams showing 
the planning process and the steps to the extent we can 
describe it on paper, both before the issue of the 


Demand/Supply Planning Strategy or finalization of 


-that, and after that as well. 


Q. Perhaps you could look at page 16 
then. There's a heading Action in Advance of a Plan, 
and the second paragraph under that heading, the second 
sentence says: 

The concept of sound power system 
planning is that the system planning 
process must take place, a power plan 
must be completed, and an implementing 
plan of action must be developed all with 
public review and participation before a 


utility is in a position to undertake 
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further .large commitments. Adherence to 

this concept will mean at times 

resisting the desire to proceed with 
currently popular options before all the 
elements of power system planning are in 
place. 

Now, you did not do that. What you did 
with respect to Manitoba was not consistent with that; 
was it? 

MR. SNELSON: A. You could argue that 
what we are doing with our demand management program 
and non-utility generation program is not consistent 
with that. 

Q. Undoubtedly. But in answer to my 
question, Manitoba is not consistent with it; is it? 

A. Well, my problem with the statement 
is that if we put off making any decisions of any sort 
until all the processes have been put in place and 
discussed to everybody's satisfaction with respect to 
all component of plans, then opportunities will be 
lost, and this degree of having said that planning is 
completed and finished, and planning is never completed 
and finished, planning is an ongoing, evolving process. 

Q. So this is another one of the things 


in this report that's impractical in practice; is that 
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correct? 

A. I think that if we had delayed 
implementing our demand management program or our 
non-utility generation program until the end of this 
particular proceeding, then I think we would have been 
subject to enormous criticism. 

Q. Okay. Of course, they are talking 
here about large commitments; right. You don't have a 
large commitment in the sense of a spending decision to 
demand management right this minute as compared to, 
say, Manitoba? 

A. I think our commitment to demand 
Management at the moment is large. 

Q. Well, it's measured in the hundreds 
of millions of dollars; right, as opposed to 13 point 
odd billion dollars in Manitoba; it's orders of 
magnitude; isn't it? 

PAs 5a Deel 

A. We consider ourselves internally to 
be committed to a demand management program which we 
are gearing up for, for the 1990s, and it's going to 
cost amounts measured in the billions. 

Q. All right. Of course they dealt with 
your objections in the recommendation on the next page; 


didn't they? 
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A. I don't: know. (Can i look at’ the’ next 
page? 

Q. Please do. That recommendation deals 
specifically with the objections you have raised to 
their comment; doesn't it? 

A. Which part of the next page are 
VOU 

Q. The recommendation. See there is a 
recommendation there? 

A. Recommendation 3? 

Q. Yes. Isn't the whole point here from 
the bottom of page 16 to the end of page 17, that while 


you are developing plans, plans being an ongoing thing, 


“you can't just stand still, but there are some things 


you should do and some things you shouldn't do; isn't 
thace rvgne. 

A. I haven't read this for a long period 
of time so I haven't thought very carefully as to 
precisely what would come within these various 
elements. 

Q. Fair enough. If you could go back to 
page VI, the second page of the summary. I am going to 
skip over the second area, I don't think I need to deal 
with that. But I would like to ask a couple of 


questions about forecasting. They have again raised 
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the broad band of uncertainty, the same thing that the 
Select Committee talked about, and their 
recommendation, which we find on page 20 -- actually, 
before I get to that, if you look at the fourth 
complete paragraph in the middle, they say, referring 
to econometric -- 

A. Are we back on page VI? 

0. 205 

A. I thought we were going to do 
something before we got to page 20. 

Q.- I think I am just being obtuse. I'm 
SOrry. 

No, page 20. 

A. And which paragraph are we looking 
at? 

Q. Fourth complete paragraph in about 
the middle, they are talking here about end-use models 
versus econometric models, and they have said: 

Hydro should develop a systematic and 
explicit blend of both kinds of 
techniques. 

Obviously what they are referring to 
there is the comments earlier that the econometric 
equation should be imbedded in the end-use models. 


Did I understand correctly that you 
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haven't gone in that direction with your modelling? 

A. I think that you would have to go 
back to the evidence of Panel 1. I couldn't add to 
that there, they are the experts on this area. 

Q. Okay. Then on page 22 they are 
talking at the bottom of page 21 and the top of page 22 
about how you prepare long-term forecasts, and they 
say: We have concerns about steps 4 and 5. 

First the term judgmentally, there is no 
doubt that any final forecast should represent the best 
judgment of the forecasters and not just a mechanical 
adherence to a formal procedure. And they go on to 


talk about credibility of judgment and withstanding of 


“Critical scrutiny. And they say the criteria on which 


the judgment is based should be made explicit and the 
trade-offs made in the judgment should be described. 

Do you believe that you do that in your 
forecasting? 

A. Well, again this is relative to the 
load forecast, as I understand it -- 

Q. That's what I am asking about, load 
forecasting. 

A. And I would take you back to Panel 1. 
I couldn't comment on that in any meaningful way in 


addition to what they have already said. 
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Q. Do you believe that these comments 
about the use of judgment are generally true whenever 
you use judgment in the planning process? The 
importance of making the criteria explicit and the 
trade-offs explicit, is that generally true? 

A. As far as you can, there is some 
benefit in being explicit in that regard. 

In some cases it's not always that easy 
to be totally explicit and write down the basis of 
somebody's judgment. 

Q. You try as much as possible to make 
your criteria and your trade-offs explicit; don't you? 


A. We have made our criteria explicit 


.and throughout a lot of our documentation we discuss 


the factors that go into our judgment. So our 
judgments, when we make them, are not sort of things 
that are just picked out of thin air; they're on some 
basis that we talk about. 

Q. I wonder if you could look on page 36 
of their report. I am trying to pick and choose here 
only the things that are of serious importance. 

In the last complete paragraph there they 
propose that you set a standard price and contract with 
clear stipulations, but more importantly they say in 


the fifth line: 
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The contract and pricing terms should 
be given policy review by government and 
independent regulatory review rather than 
being set unilaterally by Hydro as is 
done at present. 

Do you agree that that is the most 
appropriate way to set independent power rates, 
contracts, et cetera? 

A. I believe the discussion of our 
business practices with independent generators was the 
subject of Panel 5. 

Q. The next page, page 37, EPTAP made a 


specific recommendation for a public review and 


“regulatory approval of prices, contracts, et cetera. 


We haven't heard any evidence on that. I assume that 
that has not been done. 

A. We could look up in the exhibit that 
I have referred to a precise response to that 
recommendation. I think you will find that it will be 
included there. 

Q. I understand that. All I am asking, 
I asked you your response and you said it was Panel 5. 
Now I am asking: Has it been done? That is a simple 
factual thing, either it has or it hasn't. 


THE CHAIRMAN: Has what been done? 
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MR. SHEPHERD: The recommendation on page 
37, that Ontario Hydro develop and submit for public 
review and regulatory approval the following things. 

MR. SNELSON: I think our practices with 
respect to non-utility generation have been given 
considerable public review through this process, and 
they are also discussed from time to time to some 
degree through the Ontario Energy Board. 

Q. Okay. Finally on this point, I am 
going back to page Roman 6, at the bottom of that page, 
the panel says -- it talks about developing and 


acquiring better techniques, and it says in the last 


sentence: 


We stress the need for more emphasis on 
probability planning, risk mitigation and 
the potential of a number of demand and 
supply options offering shorter lead 
times and more flexibility in siting. 

Now as to the last point of course you 
are doing that; right? You have shifted towards 
shorter lead times and more flexibility. 

A. That is a shift that has been made in 
the update plan, yes. 

Q. But you don't at the present time 


have a comprehensive risk mitigation and risk response 
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strategy before this Board, do you? You have only 


illustrative examples? 


27944 


A. Well, they are illustrative examples 


but they do illustrate quite a wide range of responses. 


And with respect to things like probability planning, 
there was a considerable effort put into probability 
planning as part of the preparation of the Demand/ 
Supply Plan in 1989. 

Q. Still on this subject. On page 44, 
this is their more detailed commentary on this. They 


talk about diversity which is part of this general 


discussion, and if you see at the top paragraph they 


talk about the reasons why diversity is important, et 


“cetera. And then they say at the end of the second 


paragraph: 


On grounds of risk and uncertainty 


therefore we believe there should be much 


caution, much further study and thorough 


public debate before further commitments 


are made to CANDU generation. 
I guess my question is: Is it fair to 


Say that your planning currently is consistent with 


that? 


A. We are not seeking nuclear approvals 


at this time and we are adopting more of a wait and see 
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attitude with respect to selecting base load options, 
and that was discussed in my direct evidence. 

Q. Now they say in the next paragraph 
that part of your problem is your planning -- the 
limitations in your planning model itself, LMSTM. They 
Say - 1£ I can find it - starting at the end of the 
third line: 

The planning models and methods used 
by Hydro are severely limited in their 
ability to develop and evaluate an 
integrated resource mix. 

Remember, they are dealing with 


diversity. They talk about LMSTM and the problems with 


“that. 


You still use that same planning model; 
don't you? 

A. Well, it does say: 

To overcome this limitation Hydro used 

a model called the Load Management 

Strategy Testing Model which imposed 

constraints on the complexity of the 

decision tree. 

Well, the RAM model that we have added on 
to the LMSTM model, as we have discussed in Exhibit 6, 


does add on a very considerable decision tree analysis 
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to the LMSTM model. 

Q. On the next page they talk about your 
costing methodology, and they say... Sorry. And they 
say: 

The Hydro report and related documents 
do not present a consistent evaluation 
method of cost-effectiveness across all 
resources. 

They go on to say at the end of the next 
paragraph that you should develop new methods that -- 
sorry, is that right? 

Yes. 

eeethat incorporate the value of 
flexibility and the ability to manage 
risk. 

Now, you haven't made changes in your 
costing methods to do that since this report, have you? 

A. We have done some work in that area. 
I have talked about the RAM model. 

I think our work on the Demand/Supply 
Plan using five load paths including branch upper and 
branch lower were put in explicitly to be able to see 


whether we were running into problems of Flexibility in 


Managing risk with respect to changes in the load 


forecast trend after new commitments had been made, so 
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we had in mind those sorts of issues. 

Q. But then you dropped, the last you 
dropped for the DSP Update, you didn't do that; TAQgnte 

A. In the DSP Update we are not seeking 
major commitments and so we are not exposing ourselves 
to the risk at the moment of making a commitment to, 
for instance, a very large nuclear plant and the 
possibility that might not be needed. 

Q. I see. But this is cost analysis we 
are talking about; right? 

A. I think it is cost-effectiveness 
analysis is what they are talking about. 


Q. Okay. And it is true that for 


“costing purposes, in fact, you do have nuclear stations 


in your model, right, new nuclear stations? 

A. That's in some of our illustrative 
scenarios, yes. 

Q. Including the one that you base your 
avoided costs on; right? 

A. I believe we have based our avoided 
costs on that scenario. I am not sure the avoided 
costs, how different the avoided costs would be with a 
different scenario. 

Q. The next part of this fairness and 


cost comparison talks about fairness as between costing 
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Hydro-owned generation options and non-Hydro-owned 
generation options like demand and private generation. 
And concludes, I believe you will agree in the last 
sentence of the first paragraph on page 46, that there 
is a bias in your costing in favour of Hydro-owned 
generation and against external generation or demand 
options. That is a fair assessment of that conclusion; 
Ven sce it2 

A. I believe that's what this says. 

I think you might go back to discussions 
of Mr. Cowan on Panel 3 regarding the trade off between 


having Ontario Hydro's tax-free status versus the -- or 


tax-free in some respects, and I believe he did discuss 


“the sorts of taxes we do pay. But there were also 


Other factors, for instance corporations that pay taxes 
can also benefit from accelerated write-offs and other 
such things that come into the tax system, and I 
couldn't express an opinion as to which way that 
balance goes. 

Q. Finally on EPTAP, on page 49 you will 
see their recommendation: 

The panel recommends that the Ontario 
government establish by legislation an 
independent technical agency to conduct 


indepth public review of Ontario Hydro's 


Farr & Associates Reporting, Inc. 


24 


25 


Shalaby,Snelson,Tennyson, 27949 
Long,Dalziel,Howes 
cr ex (Shepherd) 


power system plans and to reject those 

plans, approve them or approve them in 

part or with revisions. 

And if you look at the previous page they 
make clear that what they are talking about is 
continuing reviews as opposed to one-off reviews. 

[4:35 p.m. ] 

Q. Now, I take it with respect to your 
comments this morning with respect to the Select 
Committee's - or maybe it was earlier this afternoon, I 
don't remember - that Exhibit 452 is in essence in 
agreement with that? 

A. I don't think Exhibit 452 is anything 
-near as explicit as to the nature of the review that 
this is. 

Q. Do you believe that the sort of 
review contemplated by EPTAP in this recommendation and 
the discussion for it would have the effect, given how 
your planning process works, of improving the quality 
and consistency of your planning over time? 

A. It depends upon how it was 
implemented and whether the processes associated with 
it were efficient and timely. 

Q. Okay. 


MR. SHEPHERD: Those are all my 
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questions, Mr. Chairman. 

THE CHAIRMAN: Thank you, Mr. Shepherd. 
I think this completes today. 

We will adjourn now until Monday at ten 
o'clock. 

THE REGISTRAR: Please come to order. 
This hearing will adjourn until Monday morning next at 
ten o'clock. 
---Whereupon the hearing was adjourned at 4:38 p.m., to 


be reconvened on Monday, June 8th, 1992, at 10:00 
a.m. 


BD/JAS [c. copyright 1985] 
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